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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER Of: THE APPLICATION OF KENTUCKY POWER
COMPANY FOR (1) A CERTIFICATE OF PUBLIC CONVENIENCE
AND NECESSITY AUTHORIZING THE TRANSFER TO THE Case No. 2012-00578
COMPANY OF AN UNDIVIDED FIFTY PERCENT INTEREST IN THE
MITCHELL GENERATING STATION AND ASSOCIATED ASSETS;
(2) APPROVAL OF THE ASSUMPTION BY KENTUCKY POWER
COMPANY OF CERTAIN LIABILITIES IN CONNECTION WITH THE
TRANSFER OF THE MITCHELL GENERATING STATION; (3) : AUG 1 3 2013
DECLARATORY RULINGS (4) DEFERRAL Of COSTS INCURRED
IN CONNECTION WITH THE COMPANY’S EFFORTS TO MEET : PUBLIC SERVICE
FEDERAL CLEAN MR ACT AND RELATED REQUIREMENTS; AND COMMISSION
(5) FOR ALL OTHER REQUIRED APPROVALS AND RELIEF

PUBLIC VERSION

POST HEARING BRIEF OF
KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.

1. MUC Supports The Stipulation

Throughout the 1980’s, 1990’s and 2000’s, Kentucky Power Company (“Kentucky Power”) routinely has

had among the lowest electric rates in the United States. That is a fairly notable accomplishment for a small utility

serving a poor rural customer base located in a mountainous service territory. Kentucky Power’s low electric

rates served to attract and retain large energy intensive industrial customers, including the members of Kentucky

Industrial Utility Customers, Inc. (“KIUC”): Marathon Petroleum, AK Steel, Air Liquide, EQT Gas and Air

Products and Chemicals. These KRJC companies purchase approximately 20% of the energy sold by Kentucky

Power at retail and provide high wage, high benefit family supportive jobs. Each of these companies was directly

involved in the negotiation of the July 2, 2013 Stipulation and Settlement Agreement and fully supports it. All

Stipulations involve compromise. There are aspects of the Agreement that we do not think are perfect, but on

balance the Stipulation provides a reasonable solution to a host of complicated problems. Approval of the

Stipulation is the safest, most prudent and very likely the least cost course of action.



2. Kentucky Power’s Low Cost History, The Challenges It Now Faces And The Trust It Has Earned.

Kentucky Power has been able to provide low cost electric service for decades primarily due to its

affiliation and joint operating agreements with the other AEP East utilities. Since 1951, Kentucky Power, Ohio

Power, Indiana & Michigan, and Appalachian Power have jointly operated their systems under the AEP

Interconnection Agreement (AEP Power Pool). Under the Interconnection Agreement, Deficit Pool members

(such as Kentucky Power) could rely on the capacity of the Surplus Pool members (such as Ohio Power) through

Capacity Equalization Payments. All Pool members could buy surplus energy from their sister companies at cost,

not market. Further, all profits from off-system sales were shared ratably according to each Company’s Member

Load Ratio regardless of which power plant actually made the sale. Joint economic dispatch, coordinated outage

maintenance and shared engineering services also contributed to Kentucky Power’s low rates. finally, by being a

member of the AEP Pool, Kentucky Power was able to benefit from the economies of scale ofjoint ownership (or

lease) of large highly efficient generating units which would otherwise far exceed the needs of a small utility. The

AEP Pool Agreement worked well for all of its Members, but Kentucky Power was particularly benefited.

Kentucky Power is now at a major crossroad. The Interconnection Agreement will expire at the end of

2013. This means that Kentucky Power will no longer be able to rely on the surplus capacity and energy of its

sister companies. The $00 mw Big Sandy 2 will be forced to retire in mid-2015 due to the Mercury and Air Toxic

Standards (“MATS”) enviromnental rules.

In less than two years, as basically a stand-alone utility, Kentucky Power will be required to reliably meet

the needs of its customers with a new generation resource portfolio. After careful consideration, the members of

KIUC believe that the generation resource portfolio presented in the Stipulation provides the least cost and most

stable option. That generation resource portfolio includes: 780 mw of the highly efficient, fully environmentally

compliant capacity from the super critical Mitchell Units 1 and 2, natural gas conversion of the 26$ MW Big

Sandy 1 Unit, 390 mw of capacity pursuant to the existing lease agreements for 15% of Rockport Units 1 and 2

(these leases expire in the 202 1/2022 time frame), 75 mw of low cost interruptible capacity that qualifies toward
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meeting Kentucky Power’s PJM fRR obligations and a doubling of DSM resources within three years. This

generation portfolio is not without risk. But there would be risk no matter what portfolio is chosen.

One less obvious benefit of acquiring 50% of Mitchell is that it effectively extends Kentucky Power’s

successful historic business model of achieving economies of scale through partnership with its affiliated

companies even afler the expiration of the Interconnection Agreement. Mitchell is a large highly efficient station

that Kentucky Power could not build or operate on its own. Owning half of Mitchell will allow the ratepayers of

Kentucky Power to continue to benefit from AEP’s world class engineering practices and efficient operations.

The Mitchell units are well-maintained supercritical units,’ that have been updated and improved

throughout their operating lives,2 and that have one of the lowest heat rates in the country.3 The Mitchell units are

environmentally controlled with both SCR and FGD units,4 and are expected to meet the 2015 MATS standards.5

The Mitchell station is like a quality old house that has been completely renovated. ‘While the structure is

original, the major operating components are new.

“The age of the unit I think that one thing that maybe is not completely understood is a power
plant is a system ofparts. For instance, in 2007 we pitt about a billion dollars of eqitipment in
there. That — that eqtcipnzent thosefans, those scrttbbers, they ‘re six years old. They ‘re notforty
years old. They ‘re six years old.”6

The Mitchell Units were appropriately described as “two of the jewels ofAEP.”7

There may have been some initial suspicion that Ohio Power was somehow unloading uneconomic

generation assets on Kentucky Power. We don’t view it that way. We view this transaction as an opportunity to

benefit from Ohio’s decision to deregulate and require all of the utilities in that jurisdiction to be wires-only

companies with no generation ownership. Nationwide, utilities have announced that they plan to retire 57,178

MW of small, inefficient and environmentally uncontrolled coal units (see attached). These retirements alone will

take this Country a long way toward reducing CO2 emissions. The remaining large, efficient and clean coal units

LaFleur Hearing Testimony at 559.
2 Id. at 558-559
31d. at560.

McManus Direct Testimony at 4-5; LaFleur Hearing Testimony at 571.
McManus Direct Testimony at 5.

6 Id. at 558-559
LaFteur Hearing Testimony at 560.
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— like LG&E’s Trimble County Units 1 and 2, KU’s Ghent Units 1-4 and Kentucky Power’s Mitchell Units I and

2 — could very well end up being valuable strategic assets that will be in a strong position going forward. This

Country’s power grid infrastructure must have base load generation and natural gas combined cycle generation

cannot be the exclusive answer.

Twenty years ago when the first President Bush signed into law the acid rain provisions of the Clean Air

Act there was lots of speculation that SO, emission allowance costs and scrubber costs would dramatically

increase electricity prices. That did not happen. CO, and GHG restrictions are coming. President Obama made

that clear. But the President also made clear that the strategy would be flexible and take into account the adverse

effects that higher power costs would have on the economy and jobs. This means that efficient coal plants have a

role in America’s energy future.

This Commission has wisely and steadily regulated the utilities under its jurisdiction at least for decades.

But regulation is not management. That is the utility’s job. And utilities that have a proven track record of good

management should get the benefit of the doubt. AEP/Kentucky Power certainly fits into that category.

Kentucky Power has demonstrated on paper that acquiring 50% of Mitchell Units 1 and 2 combined with

the conversion of Big Sandy Unit 1 to natural gas is by far the least-cost option. And that demonstration was

made before considering all of the concessions and benefits in the Stipulation. But paper is paper. Changing one

assumption in a long-term economic study can significantly change the results Ultimately it comes down to

whether the management of AEP/Kentucky Power has earned the trust of this Commission.

The Stipulation provides for a seamless transition from the old world of the Interconnection Agreement

and Big Sandy Unit 2, to the new world of a more diverse generation supply portfolio for a stand-alone Kentucky

Power, which nevertheless retains a high degree of coordination among the AEP affiliates. The Commission can

be confident that the Stipulation will work and will produce reasonable rates for consumers.
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3. The Rates Increases Under The Stipulation Are Reasonable

As shown on the Company’s response to Staff Data Request 5-10 if the Stipulation is approved the

expected rate increases would be 5.33% on January 1, 2014 and 8.21% on June 1, 2015.8 This is certainly more

attractive than the proposed 23.9% rate increase that is currently pending and which will be withdrawn if the

Stipulation is approved. It is also more attractive than the 25.59% rate increase which would have occurred if the

scrubber retrofit on Big Sandy 2 would have been pursued.9 It is really quite amazing that for very modest rate

increases all of the following can occur: the Interconnection Agreement is terminated, Big Sandy 2 is retired, the

268 MW Big Sandy 1 is converted to natural gas and 780 mw of Mitchell is acquired.

The 5.33% rate increase on January 1, 2014 is comprised of the $44 million Asset Transfer Rider less the

$16.75 expected fuel savings from Mitchell. Paying only $44 million annually to own Mitchell for the 17 month

period January 2014 to June 2015 is very economic since the actual fixed costs to own the facility are $137.8

million annually as shown on the Company’s response to AG 212.I0 As discussed at the hearing, owning

Mitchell for 17 months for $44 million while the true annual cost is $137.8 million is the approximate $100

million “haircut” (actually $93.8 million annually) which Kentucky Power agreed to in the Stipulation. Over the

17 month period, the “haircut” to Kentucky Power is $132.9 million.t’ This concession recognizes that Kentucky

Power would be acquiring Mitchell before Big Sandy 2 is retired and therefore slightly before new capacity is

needed. During this 17 month period Kentucky Power’s return on equity is expected to be less than 6%.12

After the 5.33% rate increase on January 1, 2013 comes a second modest increase of 8.21% seventeen

months later on July 1, 2015. The July 1, 2015 8.21% rate increase is the net result of many moving parts: adding

the full revenue requirement of Mitchell to base rates and the environmental surcharge, pulling all Big Sandy 2

and all coal related Big Sandy I costs out of base rates, reflecting the termination of the AEP Interconnection

Agreement in base rates (elimination of capacity equalization payments) and the environmental surcharge

AG Hearing Exhibit 8.
91d.
‘°AG Hearing Exhibit 5; Kentucky Power Post-Hearing Data Response to KIUC Item I.
“$93.8 million ÷ 12 x 17.
12 Kentucky Power Response to Staff 5-1.

-5-



(elimination of surplus companies’ environmental costs), recovering Big Sandy 2 retirement and

decommissioning costs on a levelized basis over 25 years through the Asset Transfer Rider 2 and recovering the

Big Sandy fDG study costs. But for the Stipulation, all of these matters would have to be separately litigated.

Under the Stipulation, between January 2014 and July 2015 rates would increase by only 13.9$%.’ No

party dislikes rate increases more than KIUC and its Members. But those Members also recognize that the

retirement and replacement of Kentucky Power’s major generating resource will raise rates to some degree. The

rate increases under the Stipulation are reasonable and manageable.

4. 50% Of Mitchell Combined With The Bi Sandy 1 Gas Conversion Is The Least Cost Option

As part of its Strategist modeling analysis, Kentucky Power evaluated eleven unique resource variations

to address the unit disposition decisions for Big Sandy Units I and 2.’ These alternatives are summarized below:

Big Sandy Unit 2 Big Sandy Unit 1
p Replacement Replacement
1A Retrofit with DFGD 20% Mitchell
lB Retrofit with DFGD PJM Market (10 yrs)’5
2A Replace with NGCC 20% Mitchell
2B Replace with NGCC PJM Market (10 yrs)
3A BSI Repower 20% Mitchell
3B BS1 Repower PJM Market (10 yrs)
4A PJM Market (5 yrs) PJM Market (5 yrs)
4B PJM Market (10 yrs) PJM Market (10 yrs)
5A 50% Mitchell Nat. Gas Conversion
SB PJM Market (5 yrs) Nat. Gas Conversion
6 50% Mitchell PJM Market (10 yrs)

The costs to Kentucky Power as a stand-alone utility were then modeled using an expected or base

commodity price forecast for coal, natural gas, market prices for on and off peak energy, market capacity and

CO,. In addition to the “base” commodity price forecast, the Company also used four additional pricing scenarios

AG Hearing Exhibit 8.
14 Weaver Direct Testimony at 5.
‘ For alternatives with market purchases for periods less than the full study period the Strategist® model selected either a new-build
combined cycle or simple-cycle combustion turbine to provide capacity and energy for the remainder of the period.
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to represent the effects of higher fuel costs, lower fuel costs, an earlier CO2 pricing date, and no CO2 pricing.16

These additional commodity pricing scenarios allowed the Company to evaluate each option over a range of

plausible pricing scenarios.17 The Strategist modeling demonstrates that the transfer of a 50% undivided interest

in the Mitchell Generating Station, combined with the conversion of Big Sandy Unit 1 to a natural gas fired steam

boiler (Option 5A), is the least cost option for Kentucky Power. The relative Cumulative Present Worth (CPW)

of all other options compared to Option 5A is summarized below:’8

CPWv
Big Sandy Umt 2 Big Sandy Unit 1 Option 5A

p Replacement Replacement (In Millions Of
Dollars)

1A Retrofit with DFGD 20% Mitchell 625
1 B Retrofit with DFGD PJM Market (10 yrs) 8 19
2A Replace with NGCC 20% Mitchell 483
2B Replace with NGCC PJM Market (10 yrs) 682
3A BS1 Repower 20% Mitchell 558
3B BS1 Repower PJM Market (10 yrs) 754
4A PJM Market (5 yrs) PJM Market (5 yrs) 532
4B PJM Market (10 yrs) PJM Market (10 yrs) 557
5A 50% Mitchell Nat. Gas Conversion -

SB PJM Market (5 yrs) Nat. Gas Conversion 379
6 50% Mitchell PJM Market (10 yrs) 156

50% of Mitchell combined with the conversion of Big Sandy 1 to natural gas is by far the lowest-cost alternative

over the study period, and that is true over all five commodity pricing scenarios utilized by the Company in its

modeling.’9

Kentucky Power also ran a series of sensitivity analyses to confinn that Option 5A (Mitchell Transfer and

Big Sandy Unit I gas conversion) was the least cost alternative. first, in response to a data request from

Commission Staff, Kentucky Power evaluated a case where a baghouse would have to be constructed at the

Mitchell Plant, even though there is no reason to believe that one will be required.2° Even with the additional cost

16 Weaver Direct Testimony at 17-18; Btetzacker Direct Testimony at 12-13
Bletzacker Direct Testimony at 13.

18 See Exhibit SCW-1R.
Exhibit SCW-IR.

20 Weaver Hearing Testimony at 701; McManus Hearing Testimony at 476.
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associated with installing a baghouse, Option 5A remains the least cost alternative with a CPW $274 million less

than the next closest, non-Mitchell, option.21

In response to a request from Vice Chairman Gardner, Kentucky Power also evaluated the relative

economics of a new “Option 2C” (natural gas combined cycle plant constructed in 2017 plus the Big Sandy Unit 1

natural gas conversion) and found it to be $560 million more costly, on a CPW basis, than Option 5A.22

Finally, Kentucky Power evaluated Option 5A under a scenario where the Mitchell Units were retired five

years early in 2035. There is no reason to believe that the Mitchell Units will be retired early.23 However, the

sensitivity analysis shows that, even if the Mitchell Units were to retire early, Option 5A remains the lowest cost

alternative for the long-term needs of Kentucky Power’s customers.24 This analysis should at least partially

address some of Chairman Armstrong’s concerns about the age of the Mitchell Units.

As part of his evaluation, Mr. Weaver calculated a “break-even” point where the long-term CPW of a

combined cycle plant would equal the CPW of the Mitchell Transfer Option.25 For a new-build combined cycle

plant, the cost would have to be reduced from over $l,000/kW to $448/kW, to reach a point of economic

indifference with Option 5A.26 Because it would likely have poorer thermal efficiency and cost more to operate,

the cost of an existing combined cycle plant would have to be reduced even further, to as low as $31 0/kW, to

reach the same point of economic indifference.27 However, there is no evidence in the record to suggest that such

highly discounted combined cycle capacity is available for purchase.

Importantly, all of the net present value model runs prepared by AEP witness Mr. Weaver assumed full

Mitchell cost recovery beginning January 1, 2014. Mr. Weaver’s model runs did not assume a $132.9 million

under recovery pursuant to the Stipulation over the first 17 months of his studies. Full Mitchell cost recovery with

21 Weaver Hearing Testimony at 700-702; Kentucky Power’s Response to Commission Staff Data Request 2-17.
22 Kentucky Power’s Response to Commission Staff Post-Hearing Data Request, PHDR-14.

LaFleur Hearing Testimony at 564-65.
24 Kentucky Power’s Response to Commission Staff Post-Hearing Data Request, PHDR-14.
25 Weaver Rebuttal Testimony at 20.
26 Weaver Rebuttal Testimony at 21.
27 Weaver Rebuttal Testimony at 21.
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no “haircut” was assumed in Mr. Weaver’s Strategist runs shown in Kentucky Power Hearing Exhibit 1, as well

as his “stacking” analysis of the conforming RFP bids shown on Exhibit SCW-2S.

If those model runs had reflected the “haircut” in the Stipulation, then Option 5A (50% of Mitchell

1/1/2014 and Big Sandy 1 gas conversion 7/1/2015) would have been the least cost plan by an additional $132.9

million (discounted by 17 months).

for future decision making the Commission should continue to evaluate the status of the Rockport Units.

All of the model runs conducted by AEP assumed that the Rockport lease agreements would be extended.

Kentucky Power currently has unit power agreements entitling it to 15% of Rockport Units 1 and 2, or 390 MW.

Rockport Units 1 and 2 are thirty year old supercritical coal facilities located in Indiana. The Rockport leases

expire in the 2021/2022 time frame. If the Rockport lease agreements are allowed to expire, then Kentucky

Power will have the ability to diversify its generation resource portfolio even more, and such diversification could

occur just as many predict the new C02/GHG rules would be effective. The economics of extending the Rockport

unit power agreements or allowing them to expire should be continually studied through the ongoing IRP process.

28 Weaver Hearing Testimony Confidential at 104-105.

,28
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5. Mitchell Pricing Under The Stipulation Is At Or Below Fair Market Value

Part of the hearing was devoted to the question of whether the record contains sufficient evidence to

support a conclusion that the net book cost of Mitchell is at or below its fair market value, considering that no

RFP specifically for Mitchell was done. In fact, KIUC witness Kollen raised doubts about this issue in his pre

filed direct testimony. But as the record currently stands there is more than sufficient evidence to make such a

finding, especially in light of the fact that for the first 17 months of the transaction consumers will be paying

$132.9 million below the net book cost of the plant.

At the outset it is necessary to note that the Mitchell transaction is unique. Buying half of a two unit 1,600

i-nw power plant is not an everyday occurrence. As Dr. Weaver testified, it is more like buying the Empire State

Building than like buying a house.29 Unlike stocks or bonds, there is no readily available published index to verify

pricing. A more customized and judgmental process is necessary. If the Conmrission were to require 100%

mathematical precision, then a transaction like this could never be approved and a valuable opportunity for

consumers could be missed.

Because of the amount of generation to be acquired (up to 1,100 MW),3° and the need for base load

energy,31 as well as the absence of recent comparable coal plant transactions,32 Kentucky Power elected to use the

Strategist modeling tool to determine whether the fair market value of the Mitchell generating station exceeded its

net book value transfer price.33

Strategist is a widely-used and sophisticated modeling tool relied upon by utilities and regulatory bodies

in connection with resource planning and unit disposition analyses, and provides a transparent means of

establishing the market value of assets such as the Mitchell generating station.34 In addition to its use in this case,

as well as the earlier Scrubber case,35 Kentucky Power relies upon Strategist as part of its Integrated Resource

29 McDermott Hearing Testimony at 637.
Weaver Direct Testimony at 37.
ia.

32 Fransen Rebuttal Testimony at 12; Fransen Hearing Testimony at514-5t5.
Weaver Direct Testimony at 37.
Id. at 5.
Id. at 2.

- 10 -



Plans submitted to this Commission.36 According to Mr. Fransen, the type of analysis performed by Mr. Weaver

provides both the best37 and only appropriate38 basis for determining the fair market value of a base load plant

such as the Mitchell generating station.

Kentucky Power established that the fair market value of the Mitchell Transfer Interest exceeded its net

book value through its modeling of Option 2 of Mr. Weaver’s analysis. Option 2 modeled the cost on a

cumulative present worth basis over the thirty year study period of a new-build combined cycle unit.39 As

explained by Mr. Weaver, this option provided a reasonable means of determining the relationship between the

net book value of the Mitchell Transfer Interest and its fair market value.40

In his Supplemental Testimony, AEP witness Mr. Weaver determined that 50% of Mitchell was less

expensive than the “stacked” alternative of the conforming bids received in the 250 MW RFP. The REP bids can

fairly be characterized as a fair market value alternative. As shown on SCW-2S, 50% of Mitchell is at least

million less expensive than the “stacked” conforming bids from the 250 MW REP. But Mitchell is more than

million less expensive than the fair market value alternative for three reasons. first, the market alternative

contains “tens, or even hundreds of millions of dollars of cost risk expostire (RRaR)” from market based energy

sources that was not factored in.4’ Second, Exhibit SCW-2S does not include the fact that the rating agencies

consider purchase power agreement as debt, thus requiring additional equity. This increases purchase power

costs.42 finally, Exhibit SCW-2S assumes full Mitchell cost recovery beginning January 1, 2014. The

approximate $132.9 million “haircut” in the Stipulation makes the least cost option even less costly.43

361d at 2,6.
Fransen Hearing Testimony at 512.

38 td. at513.
Weaver Testimony at 6.

° Id. at 37; Weaver Rebuttal Testimony at 16.
‘ Weaver Supp. Testimony at 13; Weaver Hearing Testimony Confidential at 106.

Weaver Hearing Testimony Confidential at 125-126.
° Id. at 104-105.
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Additional evidence that the fair market value of 50% of Mitchell (780 mw) exceeds its $537.8 million

net book cost is provided by the non-conforming responses to the 250 MW RFP. In the RFP two non-conforming

bids were received for base load coal generation located in MISO. The first bid from offered to sell

the . Therefore, this bid was for about half the mw for about the

same price. Plus, has a scrubber that would require million to comply with CSAPR.4 Right now

Mitchell is fully compliant with all environmental regulations, including the vacated CSAPR. The second bid

from was for the station. While capacity from has a lower capital cost than

Mitchell, it is a far less efficient plant with much higher operating costs.46 In any event, there is not available

transmission to move either out of MISO into PJM.47

Under SEC rules AEP was required to do an impairment analysis of the Mitchell Units. If AEP’s

independent auditors found that the net book cost of Mitchell was below its fair market value, then an asset write

down would be required. There was no such asset write down for Mitchell. According to the impairment analysis,

the book cost of Mitchell is less than its fair market value. The purpose of the impairment analysis is to determine

whether

In perforniing

the impairment analysis Kentucky Power was required to choose assumptions that were reviewed by its outside

auditors as to their reasonableness49 concerning

50 As described by Mr. Kollen

these assumptions

Hayet Hearing Testimony Confidential at 16-17.
Id. at 17.

46 Pautey Hearing Testimony Confidential at 7.
471d.

Kollen Hearing Testimony Confidential at 20.
Id. at 21.

‘°Id. at 19.
Id. at 20.

- 12 -



Notwithstanding the impairment analysis’ use of more pessimistic assumptions than those employed in

the Company’s Strategist modeling, Mr. Kollen independently concluded the impairment analysis demonstrated

that the fair market value of the Mitchell units exceeds their net book value:

6. In Addition To Low Rates The Stipulation Provides Many Additional Benefits

The Stipulation also provides the public with many benefits which could not be achieved in litigation.

These include increased shareholder funding for the Home Energy Assistance Program, $500,000 of shareholder

funding for economic development for Lawrence County and counties contiguous to it, and doubling DSM

funding over three years.

Paragraph 21 of the Stipulation deserves special note. It gives the Commission a safety valve in the event

that this Commission determines that Mitchell is no longer the least cost resource due to federal, state or local

environmental requirements relating to greenhouse gas emissions. In such event, Mitchell can be retired for

Kentucky ratemaking purposes and the Company will recover its remaining investment in the plant over a period

determined by the Commission at a debt only return. A debt only return is far less than the Company’s overall

cost of capital, which would provide savings to consumers. The Commission’s authority to declare Mitchell

retired for Kentucky ratemaking purposes is independent of how the plant is treated by PJM or fERC.

This ability to “retire” the Mitchell units for raternaking purposes was recognized by Mr. Kollen as

“extremely valuable to customers.”

“Q. —just assume that the co — this commission determined that — that Mitchell should be retired
for rate-makingpurposes even though West Virginia wants to keep it going

A. Sure.

52 Kollen Confidential Hearing Testimony at 24.
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Q. The — the = the benefit of having a debt—only return, over a period of time that the
Commission determines is reasonable, is significant veiy significant versus the overall costs
ofcapital?

A. It is vely significant. Let’s say, for example, that there is $200 million worth of costs here,
and let’s say that the grossed-up rate of return is 12 percent. That would be $24 million, 12
percent times $200 million, and a debt-only cost, let’s say at four percent, would be $8
million. There’s a $16 million savings just by virtue ofusing a debt-only rate ofreturn on the
same investment.

Q. So having this safety valve in paragraph 21 is valuable, and having it at a debt—return is veiy
valuable?

A. It is extremely valuable to customers.

7. The Virginia Commission’s Decision To Deny The Mitchell Transfer To Appalachian Power
Should Have No Bearing Here.

On July 31, 2013 the Virginia Corporation Commission entered its Order in Case No. PUE-2012-

00141 denying the transfer of a fifty percent undivided interest in the Mitchell generation station to Appalachian

Power Company.54 Kentucky Power’s application to this Commission seeking authorization for the transfer of the

remaining fifty percent interest in Mitchell is independent of any action by either the Virginia or West Virginia

commissions. Kentucky Power continues to require both the capacity and energy available to it through the

Mitchell transfer and the transfer, particularly under the terms of the Stipulation and Settlement Agreement,

continues to represent the least cost alternative to address the Company’s needs. If the other fifty percent

undivided interest in the Mitchell generating station is not transferred to Appalachian Power Company, Kentucky

Power anticipates that interest will remain with AEP Generation Resources Inc.55 Under those circumstances, a

revised Mitchell Operating Agreement will be filed with the federal Energy Regulatory Commission providing

that the Kentucky Power Company will operate the Mitchell generating station on behalf of itself and AEP

Generation Resources Inc.6 The fact that Kentucky Power employees will operate the plant is probably on

balance a positive development.

Kollen Hearing Testimony at 245.
Kentucky Power August 5,2013 Supplemental Response to Staff.

56 Id.
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Appalachian Power and Kentucky Power are different utilities, with different reserve margins, with

different customer bases and with different generation resource needs. The fact that the Virginia Commission

reached a different conclusion than that proposed under the Stipulation should carry no weight. The same would

be true if Virginia had approved the Mitchell transfer.

CONCLUSION

The Stipulation is reasonable and it should be approved. The Stipulation results in only modest rate

increases over the next two years. It also reasonably resolves a host of related issues that would otherwise

have to be litigated separately. There is substantial evidence in this record to conclude that 50% of Mitchell

combined with the Big Sandy 1 gas conversion is the least-cost plan, and that conclusion is enhanced by the

benefits and concessions in the Stipulation.

Respectfully submitted,

‘2 t-%fr
Michael L. Kurtz, Esq.
Kurt I. Boehm, Esq.
Jody Kyler Cohn, Esq.
BOEIIM, KURTZ & LOWRY
36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202
Ph: 513.421.2255 fax: 513.421.2764
mkurtz@BKLlawfirm.com
kboehm@BKLlawfirm.com
j kyler(cBKLlawfwm.corn

COUNSEL FOR KENTUCKY INDUSTRIAL
UTILITY CUSTOMERS, INC.

August 12, 2013
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CAPITAL EXPENDITURE UPDATE
Spending headed higher in 2013

Capital spending throughout the U.S. power and gas sectors remains strong, driven by the need to
replace an aging generation fleet, Infrastructure upgrades to the transmission and distribution systems,
coal-to-gas switching prompted by the economics of natural gas prices, and Increasingly stringent
environmental regulations. These factors, combined with utility initiatives to deploy new technologies and
meet future customer demand growth, Indicate that capital spending should remain elevated for the
foreseeable future. An analysis of formal utility Industry spending forecasts, as summarized In Graph 1
below, suggests that aggregate capital expenditure levels over the years 20 13-2015, are in fact,
expected to be considerably higher than previous spending levels. We note that the estimates included in
this study are derived from formal company forecasts and, accordingly, reflect committed projects.

gjj Thtal Capital Expendihres lot 47- Company Universe Cap Ex by Business Type - Electric Companies(Historical and Forecast. $ Billions)
(2013-2015)

100 91
83

!jjjjjiji 11 11.1,
2005 2006 2007 2008 2009 2010 2011 2012 2013E 2014E 20151

Source SNL Eneryy

The trend toward new Infrastructure investment is tied to the Industry’s now pervasive “back to basics”
strategy — essentially investing in existing and ancillary energy businesses as a means of growing profits.
After a most trying time In financial markets, stemming from Intense uncertainty tied to the recession,
financial measures In the group stabilized, and many companies returned to a more aggressive spending
posture beginning In 2011, by Initiating work on numerous new and/or postponed projects.

Much of the recent increase in spending by electric companies is tied to compliance with both a spectrum
of guidelines issued by the Environmental Protection Agency (EPA) (aimed at more stringent
environmental restrictions), and the ever-popular renewable portfolio requirements (resulting In new
wind and solar facilities). Based on available forecasts, spending is headed substantially higher In 2013,
but then drops off somewhat in the 2014 and 2015 timeframe. However, we believe capital expenditure
levels will increase over time in order to comply with further governmental policy requirements. We note
that over the past few years, many companIes’ initial capital spending forecasts for the current year
have, by and large, been lower than forecasts provided at iater dates, For instance, as displayed in
Table 5, the average amount of spending forecasted in November 2012 for the full-year 2013 was 8.4%
below the most recent forecasts, This latest instance could be due to the fact that companies now have a
clearer picture of EPA guidelines and other governmental policy requirements.

In the wake of these developments, utilities have been forced to decide whether to make substantial
capital Investments In environmental upgrades or to retire plants. With an abundant supply of shale gas,
U.S. gas prices fell to a 10-year low of $i.go per MMBtu In 2012. Although gas prices have rebounded to
more than $4, prices are still well below historic averages, and projections for shale gas reserves suggest
prices will remain depressed for quite some time. As a result, many older coal plants have been siated for
retirement, and many utilities have shifted from coal to natural gas to fill the capacity void. Despite the
drop In sales growth throughout the economic downturn over the past several years, new capacity will
still be needed to meet risIng customer demand, thus exacerbating the need for Increasing construction
expenditures.

,.)Envlronrnental
Other
4.5%

Renewables
3,1%

Source: SNL Energy
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Furthermore, we have observed higher natural gas Investment over the past year or so, as new multi-year programs ate being announced for gas main replacements. Also, competitive gas operations haveseen a resurgence in pipeline and ancillary services Investments associated with the booming shale gasIndustry. Additionally, new Investments are being made to comply with pipeline safety standards In theaftermath of the San Bruno accident. Overall, It appears that a fertile landscape exists for newinvestment opportunities at both electric and gas operations for the foreseeable future.
We note that, with the demand for electricity in a slow-growth pattern, and consumers becomingIncreasingly more aware of conservation opportunities, passing along capital expenditure costs toratepayers will likely become more challenging. As a result, constructive and innovative regulatory policywill be needed in order for utilities to recover operating and capital investment costs associated with bothenvironmental compliance and reliability needs.

With much of the new investment In the power and Table I Base Ite increasesgas sectors over the past several years being made Electric Gasat the regulated utility level (and ultimately Amount AmountIncluded in rate base), rate case activity has been ROE% (SM) #Cases ROE% (SM) #Caseshigh, compared to the early 2000s, particularly In 2003 1097 3138 12 1099 2601 30the electric sector, as displayed in Table 1, Total 2004 10.75 1,091.5 30 10.59 303.5 31electric base rate Increases nationwide peaked at
2005 1054 13737 I046 4584 34$5.6 billion In 2010 (77 cases), four times the

.‘$1.4 billion aggregate level authorized in 2007 (46 2006 10.36 • 6 .0 42, 10.43 4 Ocases). In 2011, electric rate case activity declined 2007 10.36 1,401,9 46
.‘. 12 . .significantly, with total authorized increases falling 2008 10.46 2,899.4 42 10.37 864.8 41to $2.9 billion (56 cases). However, in 2012, total 2009 10.48 ‘4,iP. 58 10.19 ‘475.Q’ ‘37electric rate activity and increases rebounded to 2010 10.34 5567.7 77 10.08 816.7 49$3.1 billion (70 cases). In the gas sector, where 2011 10.29 2853.5 56 992 .423 31considerably less investment Is targeted, year-to- 2012 10.17 3,131.5 70 9.94 263.3 41year fluctuations in the level of rate Increases LTM3I3O(13 1005 29267 71 996 1768 41authorized have been greater than In the electric Source RRAsector. In 2012, total gas base rate Increases were

$263.9 million (41 cases), down from the peak in 2008 of $884.8 million (41 cases). Noteworthy In our analysisof rate case activity is the trend toward lower authorized returns on equity (ROEs). Table 1 shows that averageallowed electric ROEs declined from 10.97% in 2003 to a low of 10,17% in 2012, and look to be heading lowerwith the 12-months-ended March 30, 2013 ROE average at 1005%. During the same period, average authorizedgas ROEs fell from 10.99% in 2003 to 9.94% in 2012.
EPA rules and emissions spending

Guidelines promulgated by the EPA, will require significantly reduced emissions from power plants. The new ruleshave begun to reshape the utility sector, as emissions standards and the timing of implementation are clarified.The rules have fostered a wave of new compilance strategies throughout the electric sector, Including the reworking of facility exhaust systems and planned plant retirements. Companies have increasingly ramped upInvestment plans to comply with the tightened regulations.
The EPA guidelines, Mercury and Air Toxins Standards (MATS) and Cross-State Air Pollution Rule (CSAPR), aswell as other EPA initiatives, come at a time when the industry is already heavily committed to various otherInvestment areas: compliance with increased renewable generation requirements; transmission enhancementsand replacements; a smattering of new baseload generation projects; and, distribution-related investments,Including smart-metering build out programs. In addition, further obstacles complicate the recovery issue, as theeconomy struggles to find solid footing. As a result, some utilities will likely be challenged to comply with newrequirements in a timely fashion and may have to purchase emission allowances or dispatch their coal-firedfacilities less often.

On March 28, 2013, the EPA finalized updates to certain emissions limits for new power plants under the MATS.The new standard applies only to future power plants, and does not change the final emission limits for existingpower plants. The updates did not change the types of state-of-the-art pollution control equipment expected tobe installed, and did not significantly change costs or the public health benefits included in the rule. All coal- andoil-fired electric generating facilities will need to comply with the MATS requirements by April 16, 2015. However,the EPA provided some flexibility with the allowance of an additional year to comply for “technology installations.”Additionally, a second extension-year could be granted on a case-by-case basis.
In March 2012, the EPA proposed a Carbon Pollution Standard that would set national limits on the emission ofcarbon dioxide by future power plants. However, in April 2013, the EPA delayed issuance of the final rule afterthe electric power Industry objected on legal and technical grounds. The draft rule, if enacted, would limit COemissions from new power plants to 1,000 pounds per MWH. Newer gas fired plants emit approximately BOO to850 pounds of CO2 per MWH, so the rule presents little obstacle for such facilities. However the rule wouldeffectively kill any new coal-fired plants, as coal plants emit an average of 1,768 pounds of CO1 per MWH.

mkurtzbkIiawfirm.com;printcd 7/29/2013
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The CSAPR requires significantly improved air quality by
reducing emissions that the cross state lines of 28
effected states. Regarding CSAPR logistics, in
August 2012, a federal court order vacated the CSAPR,
adding an increased level of uncertainty regarding the
timing and requIrements under future revisions of the
rule. On Jan. 24, 2013, the U.S. Court of Appeals denied
the EPA’s petition for a rehearing of the decision to
vacate the rule, and on March 29, 2013, the U.S.
Solicitor General petitioned the Supreme Court to review
the decision on CSAPR. Until the matter is finalized, the
CSAPR is stayed and the 2005 Clean Air Interstate Ruie
remains in effect, Despite the uncertainty surrounding
the CSAPR ruling for utilities, the decrease in spot and
forward gas prices, combined with the low demand for
power, have caused the projected cost for replacement
power to fall. As a result, many utilities are looking
toward coal retirements and/or retrofit decisions,
Including coal-to-gas conversions, in order to comply
with current and pending EPA rules.

As seen in Table 2, according to the Edison Electric
Institute, companies have announced plans to close 293
coal plants by 2024, representing more than 57 GW of
capacity. Various other estimates call for coal plant
closings aggregating to a range of roughly 40 GW to
60 GW (as much as l5% of the nation’s generating
capability), with most to be taken out of service over the
next several years. In 2012, more than 9,000 MW of
coal-fired generation was retired. Coal-fired generation
has deciined to less than 40°/a of total electric output
from the historical average near 45%. Meanwhile, output
from gas-fired generation is on the rise, increasing to
more than 30% of the nation’s total electric output
versus the roughly 25% historical average. The U.S.
Energy Information Administration estimates that by
2040, coal-fired generation will represent 35% of electric
output, while gas-fired generation will continue to
account for more than 30%; renewables contributions
will also be on the rise.

New baseload generation

Table 2 Coal fleet Retirements Announced 7
Retirementto Units

Company Total MW Retiring
AEP 6,326 2011-2015 26
P.ES 625 2011-2015 6
Alliant 1,112 2010-2018 19
Alneren 1,277 2011,2022 7
APS 633 2015 3
Black Hills 124 2012-2014 7
Consumers 971 2015 7
Dominion 2515 2013-2022 17
OTE 272 2010-2013 5
Duke 7,836 2011-2020 50
Dynergy 489 2011-2013 4
Edison International 1,239 2010-2014 5
Empire District 88 2018 2
EFH 1,187 2012 2
Exalon 895 2011-2012 3
FirstEnergy 3,797 2010-2015 24
GenOn 3,493 2012-2015 25
GreatPlains 170 2016 1
Madison G&E 178 2010-2012 5
MidP’merican 189 2015 2
NiSource 629 201 0-2012 6
NRC 1,075 2010-2014 8
NVEnergy 342 2016 3
OGE 171 2010 1
PGE 601 2020 1
PPL 1,062 2015 7
SCANA 770 2012-2018 6
Southern Co. 9,954 2011-2020 4
TransAtla 1,460 2019-2024 2
WA 3,304 2012-2019 21
WEEnergies 112 2010 2
Xcel Energy 1431 201 0-2022 12

lothers 2,851 2010-2022 NA
1al 57,1781 293
9irce: Electric Edison Institute 1/22/13

The prolonged economic slowdown has quieted much of the discussion regarding new baseload generation needs.Given the increased Incidence of coal plant shutdowns, considerable debate has commenced as to whether theremoval of Large quantities of capacity from regional grids will give the wholesale market a needed shot-in-thearm in the form of tighter supply. System reliability concerns and fears of brownouts have also entered Intoplant-retirement discussions. With gas prices expected to remain low for the foreseeable future, made possibleby incremental supply from new shale production, natural gas-fired facilities are expected to fill the bulk of anynear-term void in baseload generation.

Despite nuclear Issues raised In the aftermath of the March 2011 accIdent at the Fukushlma station In )apan,neither SCANA Corp. nor Southern Company has swayed from their plans to construct new nuclear generation. In2012, both companies received combined construction and operating licenses (CDL) from the Nuclear RegulatoryCommIssion (NRC) to build new nuclear plants. The new permits were the first to be awarded by the NRC in over30 years. The two new units at SCANA’s Summer station, like the two approved for Southern’s Vogtle site, willuse the Westinghouse AP1000 reactor design. While somewhat on the periphery at present, we expect the issueof new baseload generation to resurface over the next few years in a post-recession climate, when customerenergy demand growth returns to historical patterns and utilities attempt to maintain a diversified mix of fuel.

mkurt7abklIawfim1com;prIn.tcd T29 2013
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The Top 10

Graph 3 displays a ranking of the 10 leading utilities in terms of planned capital expenditures over the three years2013-2015. The majority of the companies in the top-IC list remain the same as those noted In our previousreport. Duke Energy remains at the top In terms of total capital expenditures, as the merger with Progress EnergyIncreased capItal expenditures substantially. Interestingly, the top-iD companies, in terms of spending, areprojected to account for over Sl0/ of total capital expenditures for the 47 companies In the RPA Index over thethree years 2013-2015, Also noteworthy, the California utility holding companies, Edison International and PG&ECorp, are included in the top-b list. California has one of the most aggressive Infrastructure spending programs Inthe nation, with major commitments planned for demand-side management, T&D, and generation.

Tom Serzan
Richard Ciciarelli

iI7ë
t__
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Most data In this report has been updated to include revisions to cap ex plans through May 2013, DetaIls forthe individual 47 companIes are shown In Tables 3 and 4. We note that Table 4 provides a detailed analysis ofindustry spending, broken down by the following categories: Generation; Electric Transmission andDistribution (T&D); Environmental; Renewables; Gas Pipeline/Storage and Distribution; and, Corporate/Other.
Category Identification and disclosure continue to improve since we began Issuing this study in the fail-2008.however, due to an absence of uniformity in forecasting methods and details among companies in the group,coupled with limitations caused by some incomplete or limited updates, a detailed breakdown by spendingcategory for all companies was not possible, and we have included those companies as “below the line” inTable 3.

Additionally, coincident with the absence of uniformity with respect to spending forecasts, we note thatsome companies employ “accrual” accounting for forecasting purposes, which may result In a timingdisconnect between projections and historical data (derived from cash flow statements and therefore done ona “cash” basis). Not all companies distinguish regulated generation from competitive generation In formalforecasts; however, the vast majority of generation spending plans under way are earmarked for theregulated arena, Regarding natural gas operations, we found that very few companies provide a clearbreakdown of planned spending for utility, pipeline, storage, and distribution, and we therefore group allplanned gas spending Into a combined gas category in Table 4.

Table 5 provides the percent change in forecasts of the 47 companIes, from the projected capital expendituresfor 2013 as of November 2012 (reflected In the RRA Caoital Exoenditure Update dated Nov. 30, 2012) to thecurrent forecast for 2013 as of May 2013,

Ranking-Top 10. Companies byTotal Cap Ex$ elilions (2013-2015)
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Table 3 Total Capital Expenditures for 47 Companies (Historical and Forecast)

C.pIIM E2cp166110ro E5tImII.

IAmount$MIlIlonsI - 2005 2006 2007 2006 2009 2010 2011 2012 20130 2014E 2015E

ELECTRIC

1 ASS -P 038 1,480. 2,429 2,856 2,520 2,310 .2,430 2,238 1,380 1,285 1,900

2 AWANT ENERGY 538 399 542 879 1203 867 673 1.158 835 680 980

3 AMEREN 935 992 1,381 1,686 1.710 1,042 1.030 1,240 ‘fE40 1.738 1.738

4 AMERICAN ELECTRIC POWER’ 2,404 3.578 3,556 3,800 2,792 2,345 2,889 3,025 3,578 3,800 3,800

5 CMS’ENENGY 593 670 1,283 792 815 821 682 1,227 1,374 1,512 1,670

B CONSOLIOATED EDISON 1,636 1.853 1,934 2,326 2,193 2.029 1.967 2,089 2,425 2,312 2,512

7 DOMINION RESOURCES 3,356 4.052 3,972 3,554 3,837 3,422 3.852 4.145 4,862 4,155 3,299

8 016 ENERGY 1.065 1.403 1,295 1.373 1,035 1,099 1,484 1.820 2,175 1.879 1.781

9 DUKEENERQY 2,413 3,470 3,215 4533 4,433 4,855 4,413 5,507 8,068 51713’ 8,050

10 EDISON INTERNATIONAL 1,889 2,538 2,826 2,824 3,282 4,543 4,808 4.149 4,424 4,795 3,605

11 Ey4TRRGY 1,458 1,633 1,578 2,212 1,831 1,974 2,040 2,575 2.367 2,094 2,191

12 EXOLON CORP. 2,185 2.418 7,874 3.117 3.273 3,328 4,042 5,789 5,550 4,850 5,250

13 FIRSTENESG’r 1,208 1,315 1,633 2,888 2.203 1,963 Z278 2,678 2,390 2,532 2,453

14 NEXTERA ENERGY 2,546 3,739 5,019 5,236 6,006 5,846 6,628 9.461 4,565 3.235 2.570

15 GREATPLAINSENERGY 327 479 512 1,024 841 918 457 610 725 711 774

16 IOACORP INC. 193 222 287 244 252 338 338 240 250 288 288

17 HAWAIIAN ELECTRIC INDUSTRIES 224 211 218 282 289 162 235 325 360 500 500

18 MORTHEASTtTflUTIES 775 872 1,115 1,255 908 954 7,077 7,472 7,550 1.674 1,734

19 NORThWESTERN CORP. 81 101 117 125 189 228 189 219 290 254 237

20 NV ENERGY 686 985 1,197 1,530 843 629 627 499 515 444 480

21 000 ENERGY 297 497 558 1,165 809 848 1,221 7.123 1.245 780 569

32 PEPCO HOLDINGS 457 475 623 543 664 802 941 1,276 1,207 1,218 1.203

23 PG&ECORP. 1804 2.402 2,709 X628 3,958 3,802 4,038 4,824 5,100 5,000 5,250

24 PINNACLE WEST CAPITAL 661 738 960 936 765 748 884 895 1.121 1,033 1,188

25 PNM RESOURCES 211 321 456 345 288 281 327 309 453 586 498

26 PORTLANOGENERALELECTRIC 255 371 455 383 896 450 300 303 514 420 314

27 PPLCORP. 011 1,394 1.657’ 1.418 1,225 1,597 2,487 3,109 4,358 3830 3,489

20 PUBLIC SRV. ENT. GROUP 1,053 1.015 1,348 1,771 1,794 2,150 2,083 2.574 2,535 2.085 1.515

26 SOUTHERN COMPANY 2,370 Z994 3,546 3,967 4.670 4,088 4.525 4.809 5,800 5,950 5,106

30 TECO ENERGY 295 456 494 590 640 490 454 505 520 775 582

31 UNS ENERGY CORP. 203 238 245 354 283 279 374 307 393 339 380

32 WESTAR ENERGY 213 345 748 937 556 540 597 810 892 803 642

33 WISCONSIN ENERGY 745 929 1.212 1,136 815 795 831 707 993 831 778

34 XCEL ENERGY 1.371 1628 2,097 2,114 1,778 2,215 2,208 2570 3,155 2,775 2,310

Total Electric ($661110661 35,997 46,127 53,933 62.145 59,498 56,462 53,290 74,397 74,858 70,260 07,736

GAS

35 AOL RESOURCES 267 253 256 372 475 510 427 782 700 705 750

36 AThIOS ENERGY CORP. 333 425 392 472 509 543 623 733 780 710 735

37 CEI’ITERPDINTENERGY 593 1,007 1,114 1,020 1,160 1,509 1,303 1,212 1,614 1,423 1,173

39 INTEGRYS ENERGY 414 342 393 533 444 259 311 594 1,256 816 732

39 NISOURCE 580 627 787 1.306 777 804 1,125 1,499 1,819 1,589 1.573

40 ONEOK 250 375 884 1,473 791 583 1,336 1.868 2.956 1,919 1,928

41 PIEOMONTNA11JRAL GAS CO. 191 204 135 181 129 199 244 530 550 350 300

42 SCANA CORP. 385 527 725 904 914 676 884 1,077 1,639 1.631 1.497

43 SEMPRA ENERGY 1,377 1.907 2,011 2.061 1,972 2,082 2,644 2,958 3.306 2,340 2,340

44 SOUThWEST GAS 294 345 341 300 217 215 381 395 340 330 330

45 QUESTAR CORP. 713 915 1,398 322 300 320 368 371 450 380 325

48 VECTREN CORP. 232 281 335 391 432 277 321 380 290 330 320

47 WGLHOLD(NGS- - 113 160 185 135 139 130 202 251 368 381. 359

Total Ga. Is UlIll063l 5,853 7,371 8,938 9,484 8,201 8,287 10,389 12,632 , 18,068 12,854 12,362

Total 1$ MIIIIoC,I I 41,650 53,498 62,871 71.608 57,899 88,779 73,349 87,029 I 90.926 83.144 80.098

jSonce: SNI Energy, campsny ourv.yo, end NRA ndlustmnnts.
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Table 4 Utility Capital Expenditures by Catagoly (2013-2015)
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I,1 &Y OW 9 112 93 80 72 1DI 26% 155 131 179 124 109 44% 5 22 35 50 30 5% 49” 41 40 35 301 51% 12 14 54 15 17 4% 26 38 32 27 33 10% 393 330 300 331 334 1.112
Ik60TAHB0%CY 4, 10 257 277 199 ‘ 27% 342 299 331 47% 311 240 93 26% 4 10 0 1% 0% 29 24 26 3% 892 903 642 7,338

0%SIt4600962t 140 151 161 33%. 251 245 21) 36% 72 0 V 2% 21 34 20 4% 157 152 335 34% 6 4 9 1% 993 631 278 7,153

X&9’ 779 530 598 590 115 74% 1 529 1395 I 175 1.170 13115 1615 345 219 90 19 of 8% 0% . 359 365 339,,,257,,,,259 .,j3 ISO ISO 19 155 195 9% 3,155 2,775 2,310 2,355 2.509 4.240

T.9.I—54.dli.(1UOlw,.l 14,981 13,308 11,075 20,953 20.133 19.479 450843553191 — 2772 849 595 J,,,_,_ 4,394 3,0624.200 2.1201.971 1,541 48318 44,076 41,072 125311

0.6 Cop89isS

AG. 0%5X , . .
794 705 290 2.150

A1960s&YC 7 750 710 735 025 7,525

04T54GU 120 527 557 534 5135 33% $94 749 910 593 560 24% 1,614 1,423 1,173 1,177 1,752 4,210

085OL 6 1 675 1 509 I 573 4,977

4tNAP.RISL GAS 023 7 59 200 390 5,150

)C 9 : 2.950 I 919 I 926 6 853

SCANIS OW 4 1,255 1,102 1,031 56% 200 256 270 8% 557 917 124 7% 54 79 72 3% 1.039 1,631 1,497 4,757

SGJIHOSSTGAS 7 340 130 320 1.060

60.EtAROW 0 450 350 335 1,790

HO,7X850 — — — — —. 368 301

T.651-QSOtIM8OwI,1 — — — — — — 11,212 0,365 9,570

09900991.0 W4h591 0.690590 $95 06973500* th.jo.5’

A50OW S 1,396 1300 9,5% 4315

AF.AN0.507160Wi. 544 92 3,576 3,950 3,900 11,179

9490051 7 1,940 1,720 1,539 1,735 1,738 5,010

DlE60Y 8 2,175 7,679 1.705 5.415

O.II5%V 7 I 6,084 5,713 5,050 52,950

al5414A1465. 1.9 576 549 9% 3,773 3,410 50% 103 311 3% 1 2 0% 015 19 15 0% 4,424 4305 3,005 12,384

F5%t000907Y 5,0 821 11% 1,339 16% 122 2% 0% 0% 95 1% 2,360 2,137 7,493 2,405

DISOWt4 7 250 20$ 298 835

EOW ‘7 009 3,156 1.110 5,798 5,5% 2,200 3310 16,350

6%IS8Y 7 2,3% 7,240 2.340 2,340 2,340 7.060

V8701OW I I — — 1 290 210 339 6415

7n457-I9U460i,s)
-. 26,106 29,719 22,484 41309

0,w,dTotsfISMS8.nsI
50,836 82.144 85,094 364,118

5.0,1.’ OIL 541.1 98, wmpiMy silIwYt, slid 699A .dIu.im.594.
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Notes to Table 4:

1 RRAestimate for proportion related to environmental andlor renewable spending

2 Maintenance end growth capital expenditure apportioned to: generation 15%, T&D 65%, other 20%

3 Spending on fuel included in generation

4 Nuclear spending included in generation

5 Includes potential capital expenditures that may not be realized

6 Capital expenditures calculated and apportioned as per RRAadjustrnenls

7 Average shown foranyrange provided bythe company

B FactSet estimates for years in which corn pany has not provided date

9 Includes only capital expenditures that have been approved byNEE’s board of directors

10 Includes the potential investment for the Praire Wnd Transmission joint venture

* Classification bybusiness type unavailable for some years, resulting in “below the line” listing
Electric T&D includes Sm art Metering/AMI

Percentages of three-year total shown next to each category
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Table 5 Capital Expenditures (¾ Change in forecast)
Plectrlc Nov. 2012 Forecast for 2013 May 2013 Forecast for 2013 l%1 change1 AES CORP 1388 1380 05°!2 ALLIANT ENERGY 835 835 0.0%3 AMEREN 1344 1540 14.6%4 AMERICAN ELECTRIC POWER 3600 3578 -0,6%5 CMS ENERGY 1327 1374 3 5%6 CONSOLIDATED EDISON 2141 2425 13.3%7 DOMINION SOURCES 4815 4682 2 8%B DTE ENERGY 1867 2175 16.5%9 DUKE ENERGY 5975 6088 1 9°/10 EDISON INTERNATIONAL 4663 4424 -5.1%11 ENTERGY 2106 2357 12 4°!12 EXELON CORP. 5300 5500 3.8%13 FIRSTENERGY*

2620 2380 9 2/o14 NEXTERA ENERGY 3870 4565 18.0%15IDAcqPINC. 246 250 1.0%16 HAWAIIAN ELECTRIC INDUSTRIES 396 380 -4.0%17 GREATLAINS ENERGY 783 725 -7.4%18 NORTHEAST UTILITIES 1575 1590 1.0%19 NORTHVSTERN CORP. 255 260 2.1%20 NV ENERGY 490 515 5.2%21 OGENERGY 1140 1245 9.2%22 PEPCO HOLDINGS 1198 1207 0.8%23 PG&ECORP. 4700 5100 8.5%24 PINNACLE WEST CAPITAL 901 1121 24.4%25 PNMROURCES 403 493 222°?26 PORTLAND GENERAL ELECTRIC 353 514 45.5%27 PPL CORP 4100 4358 63%28 PUBLIC SRV. ENT. GROUP 2230 2535 13.7%29 SOUTHERN COMPANY 4400 5600 27 3%30 TECO ENERGY 535 520 -2.8%81 UNS ENERGY CORP 399 393 1 5%32 WESTAR ENERGY 903 892 -1.1%33 WISCONSIN ENERGY 679 693 2 1%34 XCEL ENERGY 3200 3155
ToLaIElectrlc (SMillIons) 70736 74858 68 A
Gas Nov. 2012 Forecast for 2013 May 2013 Forecast for 2013 C%l change35 AGLRESOU 433 700 61 7%36 ATMOS ENERGY CORP. 780 780 0.0%37 C’ENTERPOINT ENERGY 1164 1814 38.7%38 INTEGRYS EI%ERGY 1270 1266 -0.3%39NISOjRCE 1650 1815 10.0%40 ONEOK 1896 2956 55.9%41 P1 MONT NATURAL GAS CO. 550 55ç 0.0%42 SCANA CORP. 1546 1639 6.0%43 SEIPRA ENERGY 2485 3300 328%

44 SOUTHWEST GAS 325 340 4.5%45 QUESTAR CORP 445 450 1 1%46 VECTREN CORP. 265 290 9.4%47 WGL HO.DINGS 368 368 01%Total Gas ($MlIflons) 13177 16068 21.9%

Total ElectrIc and Gas (5MHhlons) 83913 90926 8.4%
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