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DIRECT TESTIMONY OF
JOHN M. MCMANUS, ON BEHALF OF
KENTUCKY POWER COMPANY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

l. INTRODUCTION

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.
My name is John M. McManus. | am employed by American Electric Power
Service Corporation as Vice President - Environmental Services. American
Electric Power Service Corporation (“AEPSC”) is a wholly owned subsidiary of
American Electric Power Company, Inc. (“AEP”), the parent of Kentucky Power
Company (“Kentucky Power” or the “Company”). My business address is 1
Riverside Plaza, Columbus, Ohio 43215.

1. BACKGROUND

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND
BUSINESS EXPERIENCE.

| earned a Bachelor of Science Degree in Environmental Engineering from
Rensselaer Polytechnic Institute in 1976 and undertook graduate studies there
from 1976-77. | joined AEPSC’s Environmental Engineering Division in
September 1977. After holding various positions in the environmental division
over the years, | was appointed as Manager, Environmental Services in December
2002 and remained in that position until April 2003. | was appointed to my
current position as Vice President - Environmental Services in April 2003. | am

also a registered professional engineer in the State of Ohio.
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MCMANUS- 2

WHAT ARE YOUR RESPONSIBILITIES AS VICE PRESIDENT-
ENVIRONMENTAL SERVICES?

| am responsible for oversight of environmental support for all generation and
energy delivery facilities owned by AEP operating companies. Environmental
Services provides permitting and compliance support, guidance, procedures,
recommendations and training for AEP’s operating companies in order to
maintain and improve their environmental programs and enhance compliance
with environmental laws, regulations, and policies. As part of this effort,
Environmental Services is also involved in the development process for
environmental regulations and coordinating with operating company staffs to
support AEP’s corporate strategies and values concerning the environment.
HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION?
Yes. | have testified before the Kentucky Public Service Commission
(“Commission”) on a number of occasions. In addition, | have testified before the
Virginia State Corporation Commission, Indiana Utility Regulatory Commission,
Public Service Commission of West Virginia, Public Utilities Commission of
Ohio, and | have submitted testimony before the Public Utility Commission of
Texas.

I11.  PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?
The purpose of my testimony is to describe the environmental regulatory

requirements that necessitated the Company’s updated Environmental
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MCMANUS- 3

Compliance Plan (“2017 Plan”). The 2017 Plan is described in detail in the
testimony of Company Witness Elliott. 1 will also discuss other applicable and
emerging environmental regulations that may drive future updates to the
Company’s existing Environmental Compliance Plan.

ARE YOU SPONSORING ANY EXHIBITS?

Yes. | am sponsoring two exhibits. ExHIBIT JMM-1 is a copy of the New

Source Review (“NSR”) Consent Decree (the “Consent Decree”) entered into
among AEP’s eastern utility companies with coal-fired generation including
Kentucky Power, the United States Department of Justice (“DOJ”), various states

in the northeastern United States, and other involved parties. ExXHIBIT IMM-2 is

a copy of the Third Joint Modification to the Consent Decree (“Modified Consent
Decree”).

IV. CURRENT ENVIRONMENTAL COMPLIANCE

PLEASE DESCRIBE KENTUCKY POWER’S COMPLIANCE WITH
APPLICABLE ENVIRONMENTAL REQUIREMENTS.

Kentucky Power is in compliance with all current applicable environmental
regulations. The environmental controls installed at the Company’s Mitchell and
Big Sandy Plants, as well as those installed at the Rockport Plant that is the
subject of a Unit Power Agreement, ensure the Company complies with
applicable environmental regulations. These regulations include the Mercury and
Air Toxics Standards Rule (“MATS”) and the Cross State Air Pollution Rule
(“CSAPR?”), as well as the permits issued for the plants under the Clean Air Act

and Clean Water Act. The projects required to comply with the Clean Air Act
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and those federal, state, or local environmental requirements which apply to coal
combustion wastes and by-products from facilities utilized for the production of
energy from coal comprise the Company’s existing Environmental Compliance
Plan.

KENTUCKY POWER’S 2017 ENVIRONMENTAL COMPLIANCE PLAN

PLEASE DESCRIBE THE ENVIRONMENTAL COMPLIANCE
PROJECTS ADDED BY THE COMPANY IN ITS 2017 PLAN.
Kentucky Power proposes to amend its existing Environmental Compliance Plan
(“ECP” or “Plan”) to add Project 19, the Rockport Unit 1 Selective Catalytic
Reduction (“*SCR”) technology project. The Rockport Unit 1 SCR project will
reduce the plant’s nitrogen oxide (“NOx”) emissions. While Rockport Unit 1
already employs conventional combustion NOx controls consisting of low NOx
burners and overfire air, the addition of SCR technology is the most reasonable
way to achieve additional significant NOx emissions reductions from the unit.
NOx is created in the steam generator as a byproduct of the combustion process.
The SCR technology injects ammonia as a reagent into the flue gas stream. The
ammonia and NOx are passed through a catalyst where they react on the catalyst
surface to form nitrogen gas and water vapor and thereby reduce the NOx in the
flue gas stream. Additional detail about the installation of the Rockport Unit 1
SCR and its cost-effectiveness is included in the testimony of Company Witness
Osborne.

Kentucky Power is also proposing to add Project 20 which provides for

recovery through the environmental surcharge of costs of consumables, including
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MCMANUS- 5

a return on the inventory of consumables, necessary to operate the projects
included in the Company’s approved ECP. Additional information about Project
20 is included in the Direct testimony of Company Witness Elliott.

WHAT MANDATES THE SCR RETROFIT AT THE ROCKPORT
PLANT?

As part of the Clean Air Act and AEP’s related Consent Decree, 1&M must
retrofit Unit 1 of the Rockport Plant with SCR technology by December 31, 2017
to continue operation of this unit. Additionally, in light of the EPA’s recent
update to CSAPR, discussed further in my testimony, the retrofit of SCR
technology on Rockport Unit 1 will aid in ensuring the Plant’s compliance with
this rulemaking.

PLEASE DESCRIBE THE 2007 NSR CONSENT DECREE.

The United States, on behalf of the Federal Environmental Protection Agency
(“EPA”), several northeastern states, and fourteen environmental groups filed
complaints against several AEP companies including Indiana Michigan Power
(counterparty to the Rockport Unit Power Agreement). The complaints sought
injunctive relief and civil penalties for alleged violations of the Prevention of
Significant Deterioration and Nonattainment New Source Review (NSR)
provisions in Part C and D of Subchapter | of the Clean Air Act, 42 U.S.C. 8§
7470-7492, 7501-7515, and federally enforceable state implementation plans
developed by Indiana, Ohio, Virginia, and West Virginia. After several years of
litigation, the parties negotiated a settlement whose terms are reflected in the

Consent Decree. In order to achieve a system-wide settlement and avoid the risk
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of repetitive litigation, the Consent Decree included all coal-fired units owned or
operated by AEP companies in the eastern United States (including certain units
like the Rockport units and the Big Sandy units that had not been targeted in the
original complaints). The Court entered the Consent Decree as its final order in
those cases and continues to administer and enforce the terms of the Consent

Decree. A copy of the Consent Decree is included as ExXHIBIT IMM-1.

HAVE THERE BEEN NEGOTIATED MODIFICATIONS OF THE
CONSENT DECREE?

Yes. There have been three modifications to the initial Consent Decree, but only
the Third Joint Modification is relevant to Kentucky Power. On February 22,
2013, AEP, along with the DOJ, EPA, and other parties, filed the proposed Third
Joint Modified Consent Decree in the United States District Court for the
Southern District of Ohio, Eastern Division. The Third Joint Modified Consent
Decree provided for the deferral of a high efficiency flue gas desulfurization
system (“FGD”) until December 31, 2025 on one of the Rockport Units and until
December 31, 2028 for the other Rockport Unit. In the interim, the Third Joint
Modified Consent Decree required the installation of dry sorbent injection
(“DSI”) control technology on Rockport Units 1 and 2 by April 16, 2015. A copy

of this Third Joint Modified Consent Decree is included as ExHIBIT JMM-2.

IS THE INSTALLATION OF SCR TECHNOLOGY AT ROCKPORT
UNIT 1 NECESSARY TO COMPLY WITH APPLICABLE
ENVIRONMENTAL REQUIREMENTS INCLUDING THE CLEAN AIR

ACT?
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Yes. As the Commission noted in its Order in Case No. 2014-00396, the Consent
Decree is an environmental requirement of the Company that specifies the Clean
Air Act emission control and monitoring standards, compliance schedules for
emissions of SO,, NOy and particulate matter, for, among other units, Unit 1 at the
Rockport Plant. It also provides stipulated penalties for noncompliance. The
Consent Decree mandates that SCR technology be installed at Rockport Unit 1 no
later than December 31, 2017. The Company cannot comply with its applicable
environmental requirements, including the Clean Air Act as implemented by the
Consent Decree as amended, if the SCR technology is not installed.

DO THE PROJECTS LISTED IN KENTUCKY POWER’S 2017
ENVIRONMENTAL COMPLIANCE PLAN MEET THE
REQUIREMENTS OF KRS 278.1837?

Yes. The projects listed in the 2017 Plan are required to comply with the Federal
Clean Air Act and those federal, state, or local environmental requirements which
apply to coal combustion wastes and by-products from facilities utilized for the
production of energy from coal.

ARE THERE ANY ADDITIONAL PROJECTS THAT THE COMPANY IS
PROPOSING TO INCLUDE IN THE UPDATED 2017 ECP?

No. However, on September 7, 2016, the EPA issued a final rule updating the
CSAPR to address the 2008 Ozone National Ambient Air Quality Standard
(“NAAQS”). This final rule significantly reduced the ozone season NOx budgets
for many of the states covered by the CSAPR. It is effective starting with the

2017 ozone season (May 1, 2017). As a result, the modified NOy o0zone season
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emission budget for Indiana, in which the Rockport Plant operates, is 50% less
than for the previous version of CSAPR. Similarly, the modified NO, ozone
season emission budget for Kentucky (Big Sandy Plant) and West Virginia
(Mitchell Plant) are 47% and 29% lower than the previous version of CSAPR,
respectively. These changes will impact the use of emission allowances that are
included in the Company’s ECP.

DO YOU ANTICIPATE THE COMPANY BEING ABLE TO COMPLY
WITH THE 2016 UPDATE TO CSAPR?

Yes. Under the Company’s most recent forecast, and considering the emission
reductions of NOx and SO, from the installed SCR and FGD systems, the
Company anticipates holding sufficient CSAPR allowances to comply with the

2016 CSAPR update.

VI.  ENVIRONMENTAL REQUIREMENTS UNDER EVALUATION

ARE THERE ANY ENVIRONMENTAL REQUIREMENTS THAT THE
COMPANY IS CURRENTLY EVALUATING THAT MAY DRIVE
FUTURE MODIFICATIONS OF THE COMPANY’S PROPOSED 2017
ENVIRONMENTAL COMPLIANCE PLAN?

Yes. There are other current and proposed environmental regulations that may
require future investments in environmental controls and corresponding updates
to the Company’s Environmental Compliance Plan. These environmental
regulations include the Coal Combustion Residuals Rule, the Effluent Limitation

Guidelines Rule, and the Clean Power Plan.
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PLEASE DESCRIBE THESE ENVIRONMENTAL REGULATIONS

BEING EVALUATED BY THE COMPANY.

Coal Combustion Residuals Rule- EPA issued the final Coal Combustion

Residuals (“CCR”) Rule on December 19, 2014. This rule regulates CCR as a
non-hazardous waste under Subtitle D of the Resource Conservation and
Recovery Act and became effective on October 19, 2015. The CCR Rule is a
comprehensive rule applicable to new and existing CCR landfills as well as CCR
surface impoundments. It contains requirements, with implementation schedules,
for locational restrictions, liner design for new landfills, surface impoundment
structural integrity requirements, CCR unit operating criteria, groundwater
monitoring and corrective actions, closure and post-closure care, and
recordkeeping, notification and internet posting obligations. EPA has not
included a mandatory liner retrofit requirement for existing, unlined CCR surface
impoundments. Use of existing unlined surface impoundment must cease if
groundwater monitoring data indicate there has been a release from the
impoundment that exceeds applicable groundwater protection standards.
Currently, the Company is conducting the necessary site-specific analyses
to determine whether any modifications or other changes to the Company’s
existing facilities are required by the CCR Rule. Kentucky Power’s Mitchell
Plant and 1&M’s Rockport Plant currently are equipped with dry fly ash handling
systems and dry ash landfills to meet current permit requirements. While the
evaluations are ongoing, these existing dry fly ash handling and disposal systems

may mitigate the impact of the CCR Rule on the plants’ future compliance costs.
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Effluent Limitations Guidelines (ELG) Rule - On September 30, 2015, EPA

finalized a revision to the Effluent Limitation Guidelines and Standards for the
Steam Electric Power Generating category (“ELG Rule”). The ELG Rule
requires compliance with technology-based limits for waste water discharges
from power plants. The ELG Rule’s main focus is process water and wastewater
associated with the handling of coal combustion wastes and by-products from
coal-fired generation. Specifically, the ELG Rule will prohibit the discharge of
fly ash and bottom ash transport water. It also requires the installation of
physical, chemical, and biological treatment for FGD wastewater. The
technology-based limits established by the ELG Rule will be incorporated during
each plants’ next National Pollutant Discharge Elimination System (“NPDES”)
permit renewal cycle.

The final ELG rule has been appealed and remains in litigation. In March
2017, industry associations filed petitions for reconsideration of the rule with the
EPA. In April 2017, EPA announced its intent to grant reconsideration of the rule
and issued a stay of the rule’s future compliance deadlines, effective upon
publication. Additionally, the EPA has been granted a motion seeking a stay of
the litigation in the U.S. Court of Appeals for the Fifth Circuit until August 12,
2017. On June 6, 2017, EPA published a notice in the Federal Register seeking
public comment on a proposal to revise the compliance schedule for the rule.

The Company’s current assessment is that the existing dry fly ash
handling system and dry ash landfill, along with the existing wastewater treatment

plant for FGD blowdown, may mitigate the impact of the final ELG Rule on
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Kentucky Power’s Mitchell Plant’s compliance costs. Similarly, the Rockport
Plant’s existing dry fly ash handling system and dry ash landfill may mitigate the
impact of the ELG Rule on that plant. Modifications to the bottom ash handling
systems at both plants may be needed.

Carbon Dioxide (CO,) Regulations, Including the Clean Power Plan — On August

3, 2015, EPA finalized two rulemakings to regulate CO, emissions from fossil
fuel-based electric generating units. EPA finalized New Source Performance
Standards under Section 111(b) of the Clean Air Act that apply to new fossil units
as well as separate standards for modified or reconstructed existing fossil steam
units. Separately, EPA finalized a rule referred to as the Clean Power Plan
(“CPP™), which establishes CO, emission guidelines for existing fossil generation
sources under Section 111(d) of the Clean Air Act. EPA also issued for public
comment a proposed Federal Implementation Plan to implement the CPP if states
fail to submit or do not develop an approvable state plan for compliance.

On October 23, 2015, a coalition of states filed a lawsuit challenging the
CPP and a motion for stay with the D.C. Circuit. On January 21, 2016, the D.C.
Circuit denied the coalition’s request for stay and agreed to fast-track its
consideration of the legal merits of the coalition’s CPP challenge. The coalition
of states filed a request with the Supreme Court to stay implementation of the
CPP on January 26, 2016, and on February 9, 2016, the Supreme Court stayed
implementation of the CPP while the rule is under legal review.

In March 2017, EPA filed in the U.S. Court of Appeals for the District of

Columbia Circuit notice of 1) an Executive Order from the President of the
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United States titled “Promoting Energy Independence and Economic Growth”
directing the EPA to review the Clean Power Plan and related rules; 2) the EPA’s
initiation of a review of the Clean Power Plan and 3) if the EPA determines
appropriate, a forthcoming rulemaking related to the Clean Power Plan consistent
with the Executive Order. In this same filing, EPA also presented a motion to
hold the litigation in abeyance until 30 days after the conclusion of review and
any resulting rulemaking. On April 28, 2017, the Court stayed the Clean Power
Plan litigation for 60 days and directed parties to the case to file briefs addressing
the future of the litigation.

Kentucky Power continues to analyze the available information and
engage with the states and other stakeholders in an effort to understand the
available program design options and their potential impacts on its operations.
DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY?

Yes.
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WHERTEAS, the following complaints have been filed against American Electric Péwer
Service Corporation, Indiana Michigan Power Company, Ohio Power Company, Appalachian |
Power Company, Cardinal Operating Company, and Columbus Southern Power Company in the
above-captioned cases, Unifed States, et al. v. American Electric Power Service Corp., et al.,
Civil Action Nos. C2-99-1182 and C2-99-1250 (“4EP I'"Y and United States, et al. v. American
Electric Power Service Corp., et‘al.. Civil Action Nos. C2-04-1098 and C2-05-360 (“4EP II"):

(a)  the United States of America (“United States”), on behalf of the United States |
- Environmental Protection Agency (“EPA”), filed initial complaints on November 3, 1999 and
April 8, 2005, and filed amended complaints on March 3, 2000 and September 17, 2004,
pursuant to Sections 113(b), 165, and 167 of the Clean Air Act (the “Act”); 42 U.S.C. §§ 7413,
7475, and 7477;

by the Stétes of New York, Connecticut, New Jersey, Vermont, New Hampshire,
Maryland, and Rhode Island, and the Commonwealth of Massachusetts, after their motion to
intervene was granted, filed initial complaints bn December 14, 1999 and November 18, 2004,
and filed amended complaints on April 5, 2000, September 24, 2002, and September 17, 2004,
pursuant to Section 304 of the Act, 42 U.8.C. § 7604; and

() Ohio Citizen Action, Citizens Action Coalition éf Indiana, Hoosler
Environmental Council, Valley Watch, Inc., Ohio Valley Environmental Coalition, Weét
Virginia Environmental Council, Clean Air Council, Izaak Walton League of America, United
States Public Interest Research Group, National Wildlife Federation, Indiana Wildlife

Federation, League of Ohio Sportsmen, Sierra Cluby, and Natural Resources Defense Council,
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Inc. filed an initial complaint on November 19, 1999, and filed amended complaints on January
1, 2000 and September 16, 2004, pursuant to Section 304 of the Act, 42 U.S.C. § 7604;

WHEREAS, the complaints filed against Defendants in AEP I and AEP 1] sought
ihj unctive relief and the assessment bf civil penalties for alleged violations of, infer alfa, the:

(a) Prevention of Significant Deterioration and Nonattainment New Source

Review provisions in Part C and D of Subchapter 1 of the Act, 42 U.S.C. §§ 7470- E

7492, 7501-7515; and

by federaﬂy«ﬁnfmceable state imﬂementaﬁon p]éns developed by Indiana,

Ohio, Virginia, and West Virginia; i

WHEREAS, EPA issued notices of violation (“NOVs”) to Defendants with respect to
such allegations on November 2, 1999, November 22, 1999, and June 18, 2004;

WHEREAS, EPA provided Defendantis and the Stétcs of Indiana, Ohiok, and West
Virginia, and the Commonwealth of Virginia, with actual notice pertaining to Defendants’
alleged violations, in accordance with Scction 113(a)(1) and (b) of the Act, 42 U.S.C.

§ 7413(a)(1) and (b); , : | ’

" WHERFAS, in their complaints, the United States, the Stateé, and Citizen Plaintiffs
(collectively, the “Plaintiffs”) alleged, inter alia, that Defendants made major modifications to
major emitting facilitics, and failed to obtain the necessary permits and install the controls

necessary under the Act to reduce sulfur dioxide, nitrogen oxides, and/or particulate matter

emissions, and further alleged that such emissions damage human health and the environment;
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WHEREAS, the Plaintiffs’ complaints state claims upon which relief can be granted
against Defendants under Sections 113, 165, and 167 of the Act, 42 U.S.C. §§ 7413, 7475, and
7477, and 28 U.S.C. § 1355; |

WHERFEAS, Defendants have denied and continue to deny the violations alleged in the
complaints and NOVs, maintain that they have been and remain in compliance with the Act and
are not lable for civil penalties or injunctive relief, and state that they are agreeing to the
obligati’ons imposed by this Consent Decree solely to avéid the costs and uncertainties of
litigation and to improve the environment;

WHEREAS, Defendants have installed and operated SCR technology on several Units in
the AEP Eastern System, as those terms are defined hercin, during the five (5) month ozone
season to achieve emission reductions in compliance with the NO, SIP Call;

WHEREAS, the Plaintiffs and Defendants anticipate that this Consent Decree, including
the installation and operation of pollution control technology and other measures adopted
pursuant to this Consent Decree, will achieve significant reductions of emissions from the AEP
Eastern System and thereby significantly improve air quality;

WHEREAS, the liability phase of AEP [ was tried on July 6-7, 2005, and July 11-12,
2005, and no decision has been rendered;

WIHEREAS, the Parties have agreed, and the Court by entering this Consent Decree
finds, that this Consent Décree has been negotiated in good faith and at arm’s length; that this
settlement is fair, reasonable, and in the public interest, and consistent with the goals of thé Act;
and that entry of this Consent Decree without further litigation is the most appropriate means of

resolving this matter;
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NOW, THEREFORE, without any admission by Defendénts, and without adjudication of
the violations alleged in the complaints or the NOVs, it is hereby ORDERED, ADJUDGED,
AND DECREED as follows:

1. JURISDICTION AND VENUE

1. This Court has jurisdiction over this action, the subject matter herein, and the
Parties consenting hereto, pursuant to 28 U.8.C, §§ 1331, 1345, 1355, and 1367, Sections 113,
167, and 304 of the Act, 42 U.5.C. §§ 7413, 7477, and 7604. Solely for the purposes of this
Cohéent Decree, venue is proper under Section 113(b) of the Act, 42 U.8.C. § 7413(b), and
under 28 U.S.C. § 1391(b) and (c). Solely for the purposes of this Consent Decree and the
underlying complaints, and for no other purpose, Defendants waive all objections and defenses
that they may have to the Court’s jurisdiction over this action, to the Court’s jurisdiction over
Defendants, and to venue in this District. Defendants shall not challenge the terms of this
Consent Decree or this Court’s jurisdiction to enter and enforce this Consent Decree. Solely for
the purposes of the complaints filed by the Plaintiffs in this matter and resolved by the Consent
Decree, for the purposes of entry and enforcement of this Consent Decree, and for no other
purpose, Defendants waive any defense or objection based on standing. Except as expressly
provided for herein, this Consent Decree shall not create any rights in or obligations of any party
other than the Plaintiffs and Defendants. Except as provided in Section XXV (Public Comment)
of this Consent Decree, the Parties consent to entry of this Consent Decree without further
notice. To facilitate entry of this Consent Dceree, upon the Date of Lodging of this Consent
Decree the Parties shall file a Joint Motion to Consolidate AEP Fand AEP Il so that AEP [T is

consolidated into AEP 1.
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II. APPLICABILITY

2, Upon entry, the provisions of the Consent Decree shall apply to and be binding
upon and inure to the benefit of Plaintiffs and Defendants, and their respective succéésors and |
assigns, and upon their officers, employees, and agents, solely in their capacities as such.

3. Defendants shall be responsible for providing a copy of this Consent Decree to all
vendors, suppliers, consultants, contractors, agents, and any other company or other organization
retained to perform any of the work required by this Consent Décree. Notwithstanding any
retention of contractors, subcontractors, or agents to perform any work required under this
Consent Decree, Defendants shall be responsible for ensuring that all work is performed in
accordance with the requirements of this Consent Decree. For this reason, in any action to
enforce this Consent Decree, Defendants shall not assert as a defense the failure of their officers,
directors, employees, servants, agents, or contractors to take actions necessary to comply with
this Consent Decree, unless Defendants establish that such failure resulted from a Force Majeure
Event, as defined in Paragraph 158 of this Consent Decree.

IT11. DEFINITIONS

Every term expressly defined by this Consent Decree shall have the meaning given to
that term by this Consent Decree and, except as otherwise provided in this Consent Decree,
every other term uséd in this Consent Decree that is also a term under the Act or the regulationys'
implemenﬁng the Act shall mean in this Consent Decree what such term means under the Act or
those implementing regulations.

4. A “I-hour Average NO, Emission Rate” for a re-powered gas-fired, electric

generating unit means, and shall be expressed as, the average concentration in parts per million
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(“ppm™) by dry volume, corrected to 15% O», as averaged over one (1) hour. In determining the
1-Hour Average NO, Emission Rate, Defendants shall use CEMS in accordance with applicable
reference methods specified in 40 C.F.R. Part 60 to calculate the emissions for each 15-minute
interval within eac‘h clock hour, except as provided in this Paragraph. Compliance with the 1-
Hour Average NO, Emission Rate shall be shown by averaging all 15-minute CEMS interval
readings within a clock hour, except that any 15-minute CEMS interval that contains any part of
a startup or shutdown shall not be included in the calculation of that 1-Hour average. A
minimum of two 15-minute CEMS interval readings within a clock hour, not including startup or
shutdown intervals, is required to determine compliance with the 1-Hour average NO, Emission
Rate. All emissions recorded by CEMS shall be reported in 1-Hour averages.

5. A “30-Day Rolling Average Emission Rate™ for a Unit means, and shall be
expressed as, a Ib/mmBTU and calculated in accordance with the following procedure: first, sum
the total pounds of the pollutant in question emitted from the Unit during an Operating Day and
the previous twenty-nine (29) Operating Days; second, sum the total heat input to the Unit in
mmBTU during the Operating Day and the previous twenty-nine (29) Operating Daysg and third,
divide the total number of pounds of the pollutant efnitted during the thirty (30) Operating Days
by the total heat input during the thirty (30) Operating Days. A new 30-Day Rolling Average
Emission Rate shall be calculated for each new Operating Day. Each 30-Day Rolling Average
- Emission Rate shall include all emissions that occur during all periods of startup, shutdown, and
Malfunction within an Operating Day, except as follows:

a. Emissions and BTU inputs that occur during a period of Malfunction shall

be excluded from the calculation of the 30-Day Rolling Average Emission
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| Rate if Defendants provide notice of the Malfunction to EPA in
accordance with Paragraph 159 in Section X1V (Force Majeure) of this
Coﬁsent Décfee;

b. Emissions of NOy and BTU inputs that occur during the fifth and
subsequent Cold Start Up Period(s) that occur at a given Unit during any
30-day period shall be excluded from the calculation of the 30-Day
Rolling Average Emission Rate if inclusion of such emissions would
result in a violation of any applicable 30-Day Rolling Average Emission
Rate and Defendants have installed, operated, and maintained the SCR in
question in accordance with manufacturers’ specifications and good
engineering practices. A “Cold Start Up Period” occurs whenever there
has been no fire in the boiler of a Unit (no combustion of any Fossil Fuel)
for a period of six (6) hours or more. The NO, emissions to be excluded
during the fifth and subsequent Cold Start Up Period(s) shall be the lesser
of (1) those NO, emissions emittea during the eight (8) hour period
commencing when the Unit is synchronized with a utility electric
distribution system and concluding eight (8) hours later, or (ii) those NOy
emissions emilted prior to the time that the flue gas has achieved the
minimum SCR operational témperature‘speciﬁed by the catalyst
manufacturer; and

c. For SO, shall include all emissions and BTUS comméncing from the time

the Unit is synchronized with a utility electric distribution system through




Exhibit JMM-1
Page 12 of 121

Case 2:99-cv-01250-EAS-TPK  Document 363  Filed 10/09/2007 F’ége 12 of 121

the time that the Unit ceases to combust fossil fuel and the fire is out in the
boiler.

| 6. A “30-Day Rolling Average Removal Efficiency” n‘le‘ans, for SO, at a Unit other
than Cénesvi]]e Unit 5 and Conesville Unit 6, the percent reduction in the mass‘ of SO, achieved
by a Unit’s FGD system over a 30-Operating Day period and shall be calculated as follows: step
one, sum the total pounds of SO, emitted as measured at the outlet of the FGD system for the
- Unit during the current Operating Day and the previous twenty-nine (29) Operating Days as
measured at the outlet of the FGD system for that Unit; stép two, sum the total pounds of SO,
delivered to the inlet of the FGI) system for the Unit during the current Operating Day and the
previous twenty-nine (29) Opcrating Days as measured at the inlet to the FGD system for that
Unit; step three, subtract the outlet SO, emissions calculated in step one from the inlet SO,
emissions calculated in step two; step four, divide the remainder calculated in step three by the
inlet SO, emissions calculated in step two; and step five, multiply the quotient calculated in step
four by 100 to express as a percentage of removal efficiency. A new 30-day Rolling Average
Removal Efficiency shall be calculated for each new Operating Day, and shall include all
emissiéns that occur during all periods within each Operating Day except that emissions that
occur during a period of Malfunction may be excluded from the calculation if Defendants
provide Notice of the Malfunction to Plaintiffs in accordance with Section XTIV (Force Majeure)
and it is determined to be a Force Majeure Event pursuant to that Section.

7. “AEP Eastern System™ means, solely for purposes of this Consent Decree, the

following coal-fired, electric steam generating Units (with the nominal nameplate net capacity of

~ each Unit):
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a. Amos Unit 1 (800 MW), Amos Unit 2 (800 MW), and Amos Unit 3 (1300
MW) located in St. Albans, West Virginia; ;

b | Big Sandy Unit 1 (260 MW) and Big Sandy Unit 2 (800 MW) located in
Louisa, Kentucky; ’

c. Cardinal Unit 1 (600 MW), Cardinal Unit 2 (600 MW), and Cardinal Unit
3 (630 MW) located in Brilliant, Ohio;

d. Clinch River Unit 1 (235 MW), Clinch River Unit 2 (235 MW), and
Clinch River Unit 3 (235 MW) located in Carbo, Virginia;

e. Conesville Unit 1 (125 MW), Conesville Unit 2 (125 MW), Conesville
Unit 3 (165 MW), Conesville Unit 4 (780 MW), Conesville Unit 5 (375
MW), and Conesville Unit 6 (375 MW) located in Conesville, Ohio;

f. Gavin Unit 1 (1300 MW) and Gavin Unit 2 (1300 MW) located in
Cheshire, Ohio;

2. Glen Lyn Unit 5 (95 MW) and Glen Lyn Unit 6 (240 MW) Iocated in Glen

| Lyn, Virginia; |

h. Kammer Unit 1 (210 MW), Kammer Unit 2 (210 MW), and Kammer Unit
3 (210 MW) located in Moundsville, West Virginia;

i Kanawha River Unit 1 (200 MW) and Kanawha River Unit 2 (200 MW)
located in Glasgow, West Virginia; |

i Mitchell Unit 1 (800 MW) and Mitchell Unit 2 (800 MW) located in
Moundsville, West Virginia;

k. Mountaineer Unit 1 (1300 MW) located in New Haven, West Virginia;
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L Muskingum River Unit 1 (205 MW), Muskingum River Unit 2 (205 MW),
Muskingum River Unit 3 (215 MW), Muskingum River Unit 4 (215 MW),
and Muskingum River Unit 5 (585 MW) located in Beverly, Ohio;

m. kPicwavy Unit 9 (100 MW) located in Lockbourne, Chio;

n. Rockport Unit 1 (1300 MW) and Rockport Unit 2 (1300 MW) located in
Rockport, Indiana;

0. Sporn Unit 1 (150 MW), Sporn Unit 2 (150 MW), Sporn Unit 3 (150
MW), Sporn Unit 4 (150), and Sporn Unit 5 (450 MW) located in New
Haven, West Virginia; and

p. Tanners Creek Unit 1 (145 MW), Tanners Creek Unit 2 (145 MW),
Tanners Creek Unit 3 (205 MW), and Tanners Creek Unit 4 (500 MW)
located in Lawrenceburg, Indiana. |

8. “Boiler Island” means: a Unit’s (a) fuel combustion system (including bunker,
coal pulverizers, crusher, stoker, and fuel burners); (b) combustion air system; (c) steam
generating system (firebox, boiler tubes, and walls); and (d) draft system (excluding the stack),
all as further described in “Interpretation of Reconstruction,” by John B. Rasnic, U.S. EPA
(November 23, 1986) and attachments thereto.

9. “CEMS” or “Continuous Emission Monitéring System” means, for obligations
involving NOy and SO, under this Consent Decree, the deviceé defined in 40 C.F.R. § 72.2 and
installed and maintained as required by 40 C.F.R. Part 75.

10. “Citizen Plaintiffs” means, collectively, Ohio Citizen Action, Citizens Action

Coalition of Indiana, Hoosier Environmental Council, Ohio Valley Environmental Coalition,

10




Exhibit JMM-1
Page 15 of 121

Case 2:99-cv-01250-EAS-TPK  Document 363  Filed 10/09/2007 Page 15 of 121

West Virginia Environmental Council, Clean Air Council, [zaak Walton League of America,
United States Public Interest Research Group, National Wildlife Federation, Indiana Wildlife
Federation, League of Ohio Syéortsmen, Sierra Club, and Natural Resources Defense Council,
Inc.

11, “Clean Air Act” or “Act” means the federal Clean Air Act, 42 U.S.C. §§' 7401-
7671q, and its implementing regulations.

12.  “Clean Air Interstate Rule” or “CATR” means the regulations promulgated by
EPA on May 12, 2005, at 70 Fed. Reg. 25,161, which are entitled, “Rule to Reduce Interstate
Transport of Fine Particulate Matter and Ozone (Clean Air Interstate Rule); Revisions to Acid
Rain Program; Revisions to NOy SIP Call; Final Rule,” and any subsequent amendments to that
rcgulation, and any applicableb, federally-approved state ifnplementation plan or the federal
implementation plan to implement CAIR.

13.  “Consent Decree” or “Decree” means this Consent Decree and the appendivccs
- attached hereto, which are incorporated into this Consent Decree.

14, “Continuously Operate” or “Continuous Operation” meaﬁs that when an SCR,
FGD, ESP, or Other NO, Pollution Controls are used at a Unit, except during a Malfunction,
they shall be operated at all times such Unit is in operation, consistent with the technological
limitations, manufacturers’ specifications, and good engineering and maintcnance practices for
such equipment and the Unit so as to minimize emissions to the greatest extent practicable.

15, “Date of Entry” means the date this Consent Decree is approved or signed by the
United States District Court Judge; provided, however, that if the Parties’ Joint Motion to

Consolidate, as specified in Paragraph 1, is denied or not decided, then the “Date of Entry”

11
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means the date that the last of the two United States District Court Judges hearing these cases
approves or signs this Consent Decree.

16.  “Date of Lodging™ means thé date this Consent Decree is filed for lodging with
the Clerk of the Court for the United States District Court for the Southern District of Ohio.

17.  “Day” means, unless otherwise specified, calendar day.

18.  “Defendants” or “AEP” means American Electric Power Se&ice Corporation,
Kentucky Power Company d/b/a American Electric Power, Indiana Michigan Power Company
d/b/a American Electric Power, Ohio Power Company d/b/a American Electric Power, Cardinal
Operating Company and its owners (Ohio Power and Buckeye Power, Inc.), Appalachian Power
Company d/b/a American Electric Power, and Columbus Southern Power Company d/b/a
American Electric Power.

19.  “Eastern System-Wide Annual Tonnage Limitation” means the lilnitations; é.s |
specified in this Consent Decree, on the number of tons of the air pollutants that may be emitted
from the AEP Eastern System during the relevant calendar year (i.e., January 1 through
December 31), and shall include all emissions of the air pollutants emitted during all pcriokds of
startup, shutdown, and Malfunction, except that emissions that oceur during a period of
Malfunction may be excluded from the calculation if Defendants provide Notice of the -
Malfunction to Plaintitfs in accordance with Section XIV (Force Majeure) and it is determined to
be a Force Majéure Event pursuant to that Sectién.

20. *Emission Rate” means the number of pounds of pollutant emitted per million
BTU of heat input (“lb/mmBTU"™), measured in accordance with this Consent Decree.

21, “EPA” means the United States Environmental Proteetion A gency.

12
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22.  “ESP” means electrostatic precipitator, a pollution control device for the
reduction of PM.

23.  “Environmental Miﬁgatioﬁ Project” means a project rfundcd or ifnplemented by
Defendants as a remedial measure to mitigate alleged damage to human health or the
environment, including National Parks or Wilderness Areas, claimed to have been caused by the
alleged violations described in the complaints or to compensate Plaintiffs for costs necessitated
as a result of the alleged damages.

24.  “Existing Unit” means a Unit that commenced operation prior to the Date of
Lodging of this Consent Decree.

25. “Flue Gas Desulfurization System,” or “FGD,” means a pollution control device
with one or more absorber vessels that employs flue gas desulfurization technology for the
reduction of SO,

26. “Fossil Fuel” means any hydrocarbon fuel, including coal, petroleum coke,
petroleum oil, or natural gas.

27.  An“Tmproved Unit” for NOx means an AEP Eastern System Ur;it equipped with
an SCR or scheduled under this Consent Decree to be equipped with an SCR, or required to be
* Retired, Retrofitted, or Re-powered. A Unit may be an Improved Unit for one pollutant without
being an Improved Unit for another. Any Other Unit in the AEP Eastern System can become an
Tmproved Unit for NO if it is equipped with an SCR and the requirement to Continuously
Operate such SCR is incorporated into a federally-enforceable non-Title V permit or site-specific

amendment to the state implementation plan and the Title V Permit applicable to that Unit.

13
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28. An “Improved Unit” for SO, means an AEP Eastern System Unit equipped with
an FGD or scheduled under this Consent Decrece to be equipped with an FGD, or required to be
Retired, Retrofitted, or Re-powered. A Unit may be an Improved Unit for one pollutant without
being an Improvea Unit for another. Any Other Unit in the AEP Eastern Systcrﬁ can become an
Improved Unit for SO, if it is equipped with an FGD and the requirement to Continuously
Operate such FGD is incorporated into a federally-enforceable non-Title V permit or site-
specific amendment to the state implementation plan and the Title V Permit applicable to that
Unit.

29.  “KW” means kilowatt or one thousand watts.

30.  “Ib/mmBTU” means one pound per million British thermal units.

31, “Malfunction” means any sudden, infrequent, and not reasonably preventable
failure of air po]lﬁtion'control equipment, process equipment, or a process to operate in a normal
or usual manner. Failures that are caused in part by poor maintenance or careless operation are
not Malfunctions.

32, “MW?” means a megawatt or one million Watts.

33, “NSR Permit” means a preconstruction permit issued by the permitting authority
pursuant to Parts C or D of Subchapter I of the Clean Air Act.

34. “National Ambient Air Quality Standards™ or “NAAQS” means ﬁational ambient
air quality standards that are promulgated pursuant to Section 109 of the Act, 42 U.S.C. §k7409.

35.  “New and Newly Permitted Unit” means a Unit that commenced operation after
the Date of Lodging of this Consent Decree, and that has been issued a final NSR Permit for SO,

and NOy that includes applicable Best Available Control Technology (“BACT”) and/or Lowest

14
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Achievable Emission Rate (“LAER™) limimtiéns, as those térms are respectively defined at 42
U.S.C. §§ 7479(3), 7501(3).

| 36.  *Nonattainment NSR” means the nonattainment area New Source Review

v proéram within the meaning of Part D) of Subchapter I of the Act, 42 U.S.C. §§ 7501-7515, and
its regulations, 40 C.F.R. Part 51.

37.  “NOY” means oxides of nitrogen, measured in accordance with the provisions of
this Consent Decree.

38.  “NOy Allowance” means an authorization to emit a specified amount of NOy that
is allocated or issued under an emissions trading or marketable permit program of any kind that
has been established under the Clean Air Act or a state implementation plan.

39,  “NO, CAIR Allocations” means the number of NO, Allowances allocated to the
: AEP Eastern System Units pursuant to the Clean Air Interstate Rule, excluding any NOy
Allowances awarded by Indiana, Kentucky, Ohio, West Virginia, and Virginia to an AEP
Lastern System Unit from the “compliance supplement pool,” as that phrase is defined at 40 |
C.FR. § 96.143, in a federally-approved state implementation plan, or federal implerﬁentation
. plan to implement CAIR.

40.  “Operating Day” means any day on which a Unit fires Fossil Fuel.

41. i“Other NO, Pollution Conirols” means the measures identified in the table in
Paragraph 69 that will achieve reductions in NO emissions at the Units specified therein.

42.  “Other SO, Measures” means the measures identified in Paragraph 90 that will

achieve reduetions in SO, emissions at the Units specified therein.
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43, “Other Unit” means any Unit of the AEP Eastern System that is not an Improved
Unit for the pollutant in question.

44,  “Operational or Ownership Interest” meéns part or all of Defendants’ legal or
equitable‘opcrationa] or ownership interests in any Unit in the AEP Eastern System.

45, “Parties” means the United States, the States, the Citizen Plaintiffs, and
" Defendants. “Party” means one of the Parties,

46, “Plaintiffs” means the United States, the States, and the Citizen Plaintiffs.

47.  “Plant-Wide Annual Rolling Tonnage Limitation for SO, at Clinch River’” means
the sﬁm of the tons of SO, emitted during all periods of operation from the Clinch River plant,
including, without limitation, all SO, emitted during periods of startup, shutdown, and
Malfunction, in the most recent month and the previous eleven (11) months. A new Annual
Rolling Average Tonnage Limitation for years 2010 through 2014, and for 2015 and continuing
thereafter, shall be calculated in accordance with Paragraph 88.

48,  “Plant-Wide Annual Tonnage Limitation for SO2 at Kammer” means the sum of
the tons of SO, emitted during all periods of operation from the Kammer plant, including,
without limitation, all SOg emitted during periods of startup, shutdown, and Malfunction, during
the relevant calendar year (i.e., January | through December 31). A new Plant-Wide Annual
Tonnage Limitation shall be calculated for cach new calendar year.

49, “PM” means particulate matter, as measured in accordance wiﬂa the provisions of

this Consent Decree.
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30. “PM CEMS” or “PM Continuous Emission Monitoring System” means the
equipment that samples, analyzes, measures, and provides, by readings taken at frequent
intervals, an electronic or paper record of PM emissions.

51.  “PM Emission Rate” means the number of pounds of PM emitted per million
BTU of heat input (Ib/mmBTU), as measured in annual stack tests in accordance with EPA
Method 5, 3B, or 17, 40 C.F.R. Part 60, including Appendix A.

52.  “Project Dollars” means Defendants’ expenditures and payments incurred or
made in carrying out the Environmental Mitigation Projects identified in Section VIII
(Environmental Mitigation Projects) of this Consent Decree to the extent that such expenditures
or payments both: (a) comply with the requirements set forth in Section VIIf (Environmental
Mitigation Projects) and Appendix A of this Consent Decree, and (b) constitute Defendants’
direct payments for such projects, or Defendants’ external costs for contractors, vendors, and
equipment.

53, “PSD” means Preﬂ'ention of Signiﬁ;:ant Detcrioration Within the meaning of Part
C of Subchapter T of the Clean Air Act, 421US.C. §8 7470-7492, and its regulations, 40 C.F.R.
Part 52.

54. “Re-power™ meéﬁs either (1) the replacement of an existing pulverized coal
boiler through the construction of a new circulating fluidized bed (“CFB™) boiler or cther
technology of equivalent environmental performance that at a minimum achieves and maintains
a 30-Day Rolling Average Emission Rate not greater than 0.100 [b/mmBTU or a 30-Day Rolling
Average Removal Efficiency of at least ninety-five percent (95%) for SO; and a 30-Day Rolling

Average Emission Rate not greater than 0.070 Ib/mmBTU for NO,; or (2) the modification of
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such Unit, or removal and replacement of Unit components, such that the moditied or replaced
Unit generates electricity through the use of new combined cycle combustion turbine technology
fueled by natural gas containing no more than 0.5 grains of sulfur per 100 standard cubic fect of
natural gas, and at a minimum, achieves a 1-hour Average NO, Emission Rate not greater than
2.0 ppm.

55.  “Relire” means that Defendants shall: (a) permanently shut down and cease to
operate the Unit; and (b) comply with any state and/or federal requirements applicable to that
Unit. Defendants shall amend any applicable permits so as to reflect the permanent shutdown
status of such Unit.

56. “Retrofit” means that the Unit must install and Continuously Operate both an
SCR and an FGD. For the 600 MW listed in the table in Paragraph 68 and 87, “Retrofit” means
that the Unit must meet a federally-enforceable 30-Day Rolling Average Emission Rate of 0.100
Ib/mmBTU for NOy and a 30-Day Rolling Average Emission Rate of 0.100 Ib/mmBTU for SO,
measured in accordance with the requircments of this Consent Decree.

57.  “Selective Catalytic Reduction System” or “SCR” means a pol]ﬁtion control
device that employs selective catalytic reduction technology for the reduction of NOy emissions.

58.  “Selective Non-Catalytic Reduction” means a pollution control device for the
reduction of NO, emissions that utilizes ammonia or urea injection into the boiler.

59.  “80,” means sulfur dioxidé, as measured in accordance with the proﬁsions of

this Consent Decree.
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60. “S0, Alléwance” means “a!lowaﬁce” as defined at 42 U.S.C. § 765 la(3): “an
authorization, allocated to an affected unit by the Administrator of EPA under Subchapter IV of
the Act, to emit, during or after a specified calendar yeai’, one ton of sulfur dioxide.”

61.  “SO, Allocations” means the number of SO; Allowances allocated to the AEP
Eastern System Units.

62. “Super-Cémpliant’NOx Allowance” means an allowénce atﬁibutab]e to reductioﬁs
beyond the requirements of this Consent Decree as determined in accordaﬁce with Paragraph 80.

63, “Super;Compliant SO, Allowance™ means an allowance attributable to reductions
beyond the requirements of this Consent Decree as determined in accordance with Paragraph 98.

64, “States” means the States of Connecticut, Maryland, New Hampshire, New
Jersey, New Ybrk, Rhode Island, and Vermont, and the Commonwealth df Massachusetts.

65.  “Title V Permit™ means the permit required for Defendants’ major sources under
Subchapter V of the Act, 42 U.S.C. §§ 7661-7661e.

66.  “Unit” means collectively, the coal pulverizer, stationary equipment that fecds
coal to the boiler, the boiler that produces steam for the steam turbine, the steam turbine, the
generator, the equipment necessary to operate the generator, steam turbine, and boiler, and all
ancillary equipment, including potlution control equipment. An electric steam generating station

may comprise one or more Units.

IV. NO, EMISSION REDUCTIONS AND CONTROLS'

A. Eastern System-Wide Annual Tonnage Limitations for NO,.

67.  Notwithstanding any other provisions of this Consent Decree, except Section XTIV

(Force Majeure), during each calendar year specified in the tablc below, all Units in the AEP
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Eastern System, collectively, shall not emit NOy in excess of the following Eastern System-Wide

Annual Tonnage Limitations:

Calendar Year Eastern System-Wide Annual Tonnage
Limitations for NO,
2009 96,000 tons
2010 92,300 tons
2011 92,300 tons
2012 85,000 tons
2013 85,000 tons
2014 85,000 tons
2015 75,000 tons
2016, and each vear thereafter 72,000 tons
B. NO, Emission Limitations and Control Requirements.

68. No later than the dates set forth in the table below, Defendants shall install and

Continuously Operate SCR on each Unit identified therein, or, if indicated in the table, Retire,

Retrofit, or Re-power such Unit:

Date

Unit NO, Pollution Control

Amos Unit 1 SCR January 1, 2008
Amos Unit 2 SCR January 1, 2009
Amos Unit 3 SCR January 1, 2008
Big Sandy Unit 2 SCR January 1, 2009
Cardinal Unit 1 SCR January 1, 2009
Cardinal Unit 2 SCR January 1, 2009
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Unit

NO, Pollution Control

Date

Cardinal Unit 3

SCR

January 1, 2009

Conesville Unit 1

Retire, Retrofit, or Re-power

Date of Entry of this
Consent Decrce

Conesville Unit 2

Retire, Retrofit, or Re-power

Date of Entry of this
Consent Decrec

Conesville Unit 3 Retire, Retrofit, or Re-power | December 31, 2012
Conesville Unit 4 SCR December 31, 2010
Gavin Unit 1 SCR January 1, 2009
Gavin Unit 2 SCR January 1, 2009
Mitchell Unit 1 SCR January 1, 2009
Mitchell Unit 2 SCR January 1, 2009
Mountaineer Unit 1 SCR January 1, 2008

Muskingum River Units 1-4

Retire, Retrofit, or Re-power

December 31, 2015

Muskingum River Unit 5 SCR January 1, 2008

Rockport Unit 1 SCR December 31, 2017
Rockport Unit 2 SCR December 31, 2019
Sporn Unit 5 Retire, Retrofit, or Re-power | December 31, 2013
A total of at least 600 MW from Retire, Retrofit, or Re-power | December 31, 2018

the following list of Units: Sporn
Units 1-4, Clinch River Units 1-3,
Tanners Creek Units 1-3, and/or
Kammer Units 1-3
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69, Other NO, Pollution Controls. No later than the dates set forth in the table below,

Defendants shall Continuously Operate the Other NOy Pollution Controls on the Units identified

therein:
Unit o | Other NOy Pollution Date
' Controls

Big Sandy Unit 1 ( Low NOy Burners » Date of Entry

Glen Lyn Units 5 and 6 Low NO, Burners Date of Entry

Clinch River Units 1, 2, and 3 Low NO, Bumers, and For Low NO, Burners, Date
Selective Non-catalytic of Entry, and, for Selective
Reduction Non-Catalytic Reduction,

December 31, 2009

Conesville Units 5 and 6 Low NO, Burners Date of Entry

Kammer Units 1, 2, and 3 Overlire Air Date of Entry

Kanawha River Units 1 and 2 Low NO, Bumers Date of Entry

Pigway Unit 9 Low NO, Burners Date of Entry

Tanners Creek Units 1, 2, and 3 | Low NO, Burners Date of Entry

Tanners Creek Unit 4 Overtire Air Date of Entry

C.  General Provisions for Use and Surrendcr of NOy Allowances.

70.  Except as may be necessary to comply with this Section and Section XTI
(Stipulated Penalties), Defendants may not use NO, Allowances (o comply with any requirement
of this Consent Decree, including by claiming compliance with any emission limitation or

Eastern System-Wide Annual Tonnage Limitation required by this Decree, by using, tendering,
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or otherwise applying NOy Allowénces to achieve compliance or offset any emissions abové the
limits specified in this Consent Decree.

71.  Asrequired by this Section TV of this Consent Decree, Defendants shall surrender
NOy Allowances that would otherwise be available for sale, trade, or transfer as a result of
actions taken by Defendants to comply with the requirements of this Consent Decree.

72. NOy Allowances allocated to the AEP Eastern Systcm may be used by
Defendants to meet their own federal and/or state Clean Air Act regulatory requirements for the
Units included in the AEP Eastern System. Subject to Paragraph 70, nothing in this Consent
Decree shall prevent Defendants from purchasing or otherwise obtaining NOy Allowances from
another source for purposes of complying with their own federal and/or state Clean Air Act
requirements to the extent otherwise allowed by law,

73.  The requirements in this Consent Decree pertaining to Defendants’ use and
surrender of NOy Allowances are permanent injunctions not subject to any termination provision
of this Consent Decree. These provisions shall survive any termination of this Consent Decree,

D.  Use of Excess NO, Allowances.

74.  Calculation of Unrestricted and Restricted NO, Allowances. On an annual basis,
beginning in 2009, Defendants shall calculate the difference between the NOy CAIR Allocations
for the Units in the AEP Eastern System for that year and the annual Eastern System-Wide
Tonnage Limitations for NO for that calendar year. This difference représents the total Excess
NO, Allowances for that calendar year. For purposes of this Consent Decree, for each year
commencing in 2009 and ending in 2015, forty-two percent (42%) of the Excess NO,

Allowances shall be Unrestricted Excess NO, Allowances and fifty-eight percent (58%) shall be
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Restricted Excess NO, Allowances. Commencing in 2016, and continuing thereafter, all Excess

NO, Allowances shall be Restricted Excess NO, Allowances.

75.  Use and Surrender of Unrestricted Excess NO, Allowances. For each calendar

' year commencing‘in 2009 and ending in 2015, Defendants may use Unrestricted Excess NO,
Allowances in any manner authorized by law. No later than March 1, 2016, Defendants must
surrender, or transfer to a non-profit third party selected by Defendants for surrender, all unused
Unrestricted Excess NOy Allowances subject to surrender accumulated during ’the period from
2009 through 2015.

76.  Use and Surrender of Restricted Excess NO, Allowances. Beginning in calendar

year 2009, and for each calendar year thereafter, Defendants shall calculate the difference
between the number of any Restricted Excess NO, Allowances and the number of NOx
Allowances that is equal to the amount of actual NO, emissions from: (a) any New and Newly
Permitted Unit as defined in this Consent Decree, and (b) the following five natural-gas plants
but only up to a cumulative total of 1200 tons of NOy in any single year: Ceredo Generating
Station located near Ceredo, West Virginia, with a nominal generating capacity of 505
megawatts; Waterford Energy Center located in southeastern Ohio, with a nominal generating
capacity of 821 megawatts; Darby Electric Generating Station located near Columbus, Ohio,
with a nominal generating capacity of 480 megawatts; Lawrenccburg Generating Station locatcci
in Lawrenceburg, Indiana, with a generating capacity of 1,096 megawatts; and a natural gas-fired
* power plant under construction near Dresden, Ohio, with a nominal generating capacity of 580

megawatts, This difference shall be the amount of Restricted Excess NOy Allowances
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potentially subject to surrender in 2016. During calendar years 2009 through 2015, Defendants
may accumulate Restricted Excess NO, Allowances potentially subject to surrender in 2016.

77.  NO, Allowances from Renewable Energy. Beginning in calendar year 2009, and

for each calendar year thereafter, Defendants may subtract from the nuinber of Restricted Excess
NO Allowances potentially subject to surrender, a number of allowances calculated in
accordance with this Paragraph. To calculate such number, Defendants shall use the following
method: multiply 0.0002 by the sum of (a) the actual annual generatioﬁ in MWH/ycar geherated
from solar or wind power projects first owned or operated by Defendants after the Date of
Lodging of this Consent Decree, and (b) the actual annual generation in MWH/year purchased
by Defendants from solar or wind power projects in any year after the Date of Lodging of this
Consém Décrcc. Such fi guré so calculated shall be subtracted from the number of Restricted‘
Excess NO, Allowances potentially subject to surrender each vear. The remainder shall be the
Restricted Excess NO, Allowances subject to surrender.

78.  Defendants may, solcly at their discretion, use Restricted Excess NOx Allowances |
ata New zind Newly Permitted Unit for which Defendants have received a final NSR Permit
from the permitting agency even if the NSR Permit has been appealed but not stayed during the
permit appeal process. If Defendants use Restricted Excess NOy Allowances at such New and
Newly Permitted Unit, and the emissions from such New and Newly Permitted Unit are greater
than what such Unit is permitted to emit after final adjudication of the appeal process,
Defendants shall, within thirty (30) days of such final adjudication, retire an amount of NOy
Allowances equal to the number of tons of NO, actually emitted that exceeded the finally .

adjudicated permit limit.
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79.  No later than March 1, 2016, the tétal number of Restricted Excess NQOy
Allowances subject to surrender accumulated during 2009 through 2015 as calculated in
accordance with Paragraphs 74, 76, and 77, shall be surrendered or transferred to a non-profit
third paﬂy selected by Defendants for surrender, puréuant to Subsection F, below. Beginning in
- calendar year 2016, and for each calendar year thereafter, the total number of Restricted Excess
NO, Allowances subject to surrender for that year calculated in accordance with Paragraph 74,
76 and 77, shall be surrendered, or transferred to a non-profit third party selected by Defendants
for surrender, by March 1 of the following calendar year.

E. Super-Compliant NO, Allowances,

80.  Ineach calendar year beginning in 2009, and continuing thereafter. Defendants
may usc in any manner authorized by law any NOy All§wances made available in that year as a
result of maintaining actual NO, emissions from the AEP Eastern System below the Eastern
System-Wide Annual Tonnage Limitations for NOy under this Consent Decree for each calendar
year. Defendants shall timely report the generation of such Super-Compliant NO, Allowances in
accordance with Section X1 (Periodic Reporting) and Appendix B of this Consent Decree,

F. Method for Surr;ander of Excess NOQ, Allowances,

81.  For purposes of this Consent Decree, the “surrender” of Excess Restricted or
Unrestricted Excess NO, Allowances subject to surrender means permanently surrendering to
EPA NO, Allowances from the accounts administered by EPA so that such NO, Allowances can

"never be used thereafter to meet any compliance requirement under the Clean Air Act, a state

implementation plan, or this Consent Decree.
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82.  TFor all Restricted or Unrestricted Excess NO, Allowances subject to surrender
required to be surrendered to EPA in Paragraphs 79 and 75, above, Defendants or the third party
recipient(s) (as the case may be) shall first submit a NOy Allowance transfer request form to
EPA’s Office of Air and Radiation’s Clean Air Marketis Division directing the transfer of such
NO, Allowances to the EPA Enforcement Surrender Account or to any other EPA account that
EPA may direct in writing. As part of submiiting these transfer requests, Defendants or the third
party recipient(s) shall irrevocably aﬁthorize the transfer of these NOy Allowances and identify —
by name of account and any applicable serial or other identification numbers or station names —
the source and location of the NOy Allowances being surrendered.

83. Ifany NO4 Aliowances required to be surrendered under this Consent Decree are
transferred directly to a non-profit third party, Defendants shall include a description of such
transfer in the next report submitted to EPA as required by Section X1 (Periodic Reporting) of
this Consent Decree. Such report shall: (a) identify the non-profit third party recipient(s) of the
NOy Allowances and list the serial numbers of the transferred NOy Allowances; and (b) include a
certification by the third party recipient(s) stating that the recipient(s) will not sell, trade, or
otherwise exchange any of the NO, Allowances and will not use any of the NO, Allowances to
meet any obligation imposed by any environmental law. No later than the second periodic report
due after the transfer of any NOy Allowances, Defendanis shall include a statement that the third
party‘rec‘,ipiem(s)‘ surrendercd the NO, Allowances for permaﬁent sﬁrrénder to EPA in
accordance with the provisions of Paragraph 82 within one (1) year after Defendants transferred

the NO, Allowances to them, Defendants shall not have complied with the NOx Allowance
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surrender requirements of this Paragraph until all third party recipient(s) have actually

surrendered the transferred NOy Allowances to EPA,

G. Reporting Requirements for NO, Allowances.

84.  Defendants shall comply with the reporting requirements for NO, Allowances as

described in Section XI (Periodic Reporting) and Appendix B.

H. General NO, Provisions,

85.  To the extent a NOy Emission Rate is required under this Consent Decree,

Defendants shall use CEMS in accordance with the reference methods specified in 40 C.F.R.

Part 75 to determine such Emission Rate.

V. SO; EMISSION REDUCTIONS AND CON1TROLS

A, Eastern System-Wide Annual Tonnage Limitations for SO».

86.  Notwithstanding any other provisions of this Consent Decree, except Section XTV

(Force Majeure), during each calendar year specified in the table below, all Units in the AEP

Eastern System, collectively, shall not emit SO, in excess of the following Eastern System-Wide

Annual Tonnage Limitations:

Calendar Year

Eastern System-Wide Annual Tonnage
Limitations for SO;

2010 450,000 tons
2011 450,000 tons
2012 420,000 tons
2013 350,000 tons
2014 340,000 tons
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Calendar Year

Eastern System-Wide Annual Tonnage

Limitations for S0-
2015 275,000 tons
2016 260,000 tons
2017 235,000 tons
2018 184,600 tons
2019, and cach year thereafter 174,000 tons

B. SO- Emission Limitations and Control Requirements.

87.  No later than the dates set forth ih the table below, Defendants shall install and

Continuously Operate an FGD on each Unit identified therein, or, if indicated in the table,

" Retire, Retrofit, or Re-power such Unit:

Unit SO, Pollution Control Date

Amos Units 1 and 3 FGD : December 31, 2009
Amos Unit 2 FGD December 31, 2010
Big Sandy Unit 2 FGD December 31, 2015
Cardinal Units 1 and 2 FGD December 31, 2008
Cardinal Unit 3 FGD December 31, 2012

Conesville Units 1 and 2

Retire, Retrofit, or Re-power | Date of Entry

Conesville Unit 3

Retire, Retrofit, or Re-power | December 31, 2012

Conesville Unit 4

FGD : December 31, 2010

Conesville Unit 5

Upgrade existing FGD and December 31, 2009
meet a 95% 30-day Rolling
Average Removal Efficiency
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Unit SQ; Pollution Control Date
Conesville Unit 6 Upgrade existing FGD and | December 31, 2009
meet a 95% 30-day Rolling
Average Removal Efficiency
Gavin Units 1 and 2 FGD Date of Entry
Mitchell Units | and 2 FGD December 31, 2007
Mountaineer Unit 1 FGD December 31, 2007

Muskingum River Units 1-4

Retire, Retrofit, or Re-power

December 31, 2015

Muskingum River Unit 5 FGD December 31, 2015
Rockport Unit 1 FGD December 31, 2017
Rockport Unit 2 FGD December 31, 2019

Sporn Unit 5

Retire, Retrofit, or Re-power

December 31, 2013

A total of at least 600 MW from
the following list of Units: Sporn
Units 1-4, Clinch River Units 1-3,
Tanners Creek Units 1-3, and/or
Kammer Units 1-3

Retire, Retrofit, or Re-power

December 31, 2018

88. Plant-Wide Annual Rolling Average Tonnage Limitation for SO, at Clinch River.

Beginning on January 1, 2010, and continuing through December 31, 2014, Defendants shall
limit their total annual SO, emissions at the Clinch River plant to a Plant-Wide Annual Rolling
Avcrage Tonnage Limitation of 21,700 tons. Beginning on January 1, 2015, and continuing
thereaftcr, Defendants shall limit their total annual SO, emissions at the Clinch River plant to a
* Plant-Wide Annual Rolling Average Tonnage Limitation of 16,300 tons. For purposes of
calculating the Plant-Wide Annual Rolling Average Tonnage Limitation that begins in 2010,

Detfendants shall use the period beginning January 1, 2010 through December 31, 2010 to
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establish the initial annual period that is subject to the Plant-Wide Annual Rolling Average
Tonnage Limitation for 2010 through 2014. Defendants shall then calculate a new Plant-Wide
Annual Rolling Average Tonnage Limitation each month thereafter through December 31, ’2014,
by averaging the most recent month with the previous eleven (11) months. For purposes of
calculating the Plant-Wide Annual Rolling Average Tonnage Limitation that begins in 20135,
Defendants shall use the period beginning January 1, 2015 through December 31, 2015 to
establigh the initial annual period that is subjcet to the Plant-Wide Annual Average Rolling
Tonnage Limitation for 2015, Defendants shall then calculate a new Plant-Wide Annual Rolling
Average Tonnage Limitation each month thereafter by averaging the most recent month with the
previous eleven (11) months.

89, Plant-Wide Annual Tonnage Limitation for SO; at Kammer. Beginning on

January 1, 2010, and continuing annually thereafter, Defendants shall limit their total annual SO,
emissions at the Kammer plant to a Plant-Wide Annual Tonnage Limitation of 35,000 tons.

90.  Other SO, Measures. No later than the dates set forth in the table below,

Defendants shall comply with the limit on coal sulfur content for such Units, at all times that the

Units are in operation;

Unit Other SO; Measures Date

Big Sandy Unit 1 Units can only burn coal witha | Date of Entry
sulfur content no greater than
1.75 Ib/mmBTU on an annual
average basis

Glen Lyn Units 5 and 6 Units can only burn coal witha | Date of Entry
sulfur content no greater than
1.75 Ib/mmBTU on an annual
average basis.
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sulfur content no greater than
1.2 % on an annual average
basis

Unit Other SO, Measures Date
Kanawha River Units 1 Units can only burn coal with a | Date of Entry
and 2 sulfur content no greater than

1.75 Ib/mmBTU on an annual

average basis
Tanners Creck Units 1, 2, Units can only burn coal with a | Date of Entry
and 3 sulfur content no greater than

1.2 Ib/mmBTU on an annual

average basis
Tanners Creck Unit 4 Unit can only burn coal with a Date of Entry

- C Use and 'Si}rrendér of §0. Allowances.

91.  Defendants may use SO, Allowances allocated to the AEP Eastern System by the

Administrator of EPA under the Act, or by any state under its state implementation plan, to meet

their own federal and/or state regulatory requirements for the Units included in the AEP Eastern

System. Subject to Paragraph 92, nothing in this Consent Decree shall prevent Defendants from

purchasing or otherwise obtaining SO, Allowances from another source for purposes of

complying with their own federal and/or state Clean Air Act requirements to the extent otherwise

allowed by law,

92.  Except as may be necessary to comply with this Section and Section XIIT
(Stipulated Penalties), Defendants may not use any SQ, Allowances to comply with any
requirement of this Consent Decree, including by claiming compliance with any emission

limitation, Eastern System-Wide Annual Tonnage Limitations, Plant-Wide Annual Rolling

Average Tonnage Limitation for SO, at Clinch River, or Plant-Wide Annual Tonnage Limitation
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for SO, at Kammer required by this Consent Decree by using, tendering, or otherwise applying
SO; Allowances to achieve compliance or offset any emissions above the limits specified in this
Consent Decree.

93.  On an annual basis beginning in 2010, and continuing thereafter, Defendants shall
calculate the number of Excess SO, Allowances by subtracting the number of SO, Allowances
equal to the annual Eastern System-Wide Tonnage Limitations for SO, for each calendar year
times the applicable allowance surrender ratio from the annual SO, Allocations for all Units
within the AEP Eastern System for the same calendar year. Defendants shall surrender, or
transfer to a non-profit third party selected by Defendants for surrender, all Excess SO
Allowances that have been allocated to the AEP Eastern System for the specified calendar year
by the Administrator of EPA under the Act or by any state under its state implementation plan.
Defendants shall make the surrender of SO, Allowances required by this Paragraph to EPA by
March 1 of the immediately following calendar year.

D. Method for Surrender of Excess SO, Allowangces.

94.  For purposes of this Subsection, the “surrender” of Excess SO, Allowances
means permanently surrendering allowances from the accounts administered by EPA so that
such allowances can never be used thereafter to mect any compliance requirement under the
Clean Air Act, a state implementation plan, or this Consent Decree.

95.  Ifany SO; Allowances required to be surrendered under this Consent Decree are
transferred directly to a non-profit third party, Defendants shall include a description of such
transfer in the next report submitted to EPA pursuant to Section X1 (Periodic Reporting) of this

Consent Decree. Such report shall: (i) identify the non-profit third party recipient(s) of the SO,
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Allowances and list the serial numbers of the transferred SO, Allowances; and (ii) include a

- certification by the third party recipient(s) stating that the recipient(s) will not sell, trade, or
otherwise exchange any of the allowances and will not usc any of the SO, Allowances to meet
any obligation imposed by any environmental law. No later than the second periodic report due
after the transfer of any SO, Allowances, Defendants shall include a statement that the third
party recipient(s) surrendered the SO, Allowances for permanent surrender to EPA in
accordance with the provisions of Paragraph 96 within one (1) year after Defendants transferred
the SO, Allowances to them. Defendants shall not have complied with the SO, Allowance
surrender requirements of this Paragraph until all third party recipient(s) have actually
surrcndered the transferred SO, Allowances to EPA.

96.  TForall SOz Allowances surrendered to EPA, Defendants or the third party
fecipient(s) (as the case may be) shall first submit an SO, Allowance transfer request form to
EPA’s Office of Air and Radiation’s Clean Air Markets Division directing the transfer of such
S0, Allowances to the EPA Enforcement Surrender Account or to any other EPA account that
EPA may direct in wriﬁng. As part of submitting these transfer requests, Defendants or the third
| pafty recipient(s) shall irrevocably authorize the transfer of these SO, Allowances and identify —
by name of account and any applicable serial or other identification numbers or station names —
the source and location of the SO» Allowances being surrendered.

97.  The requirements in this Consent Decree pertaining to Défendanté’ surrender of
80, Allowances are permanent injunctions not subject to any termination provision of this
Decree. These provisions shall survive any termination of this Consent Decree in whole or in

part.
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E.  Super-Compliant SO, Allowances.

98.  In each calendar year beginning in 2010, and continuing thereatter, Defcendants
méy use in any manner authorized by law any SO, Allowances made availablc in that yearas a
result of maintaining actual SO; emissions from the AEP Eastern System below the Eastern
System-Wide Annual Tonnage Limitations for SO, under this Consent Decree for each calendar
year. Defendants shall timely report the generation of such Super-Compliant SO; Allowances in
éccordance with Section XTI (Periodic Reporting) and Appendix B of this Consent Decree.

F. Reporting Requirements for SO, Allowances.

99, Detendants shall comply with the reporting requirements for SO» Allowances as
described in Section XI (Periodic Reporting) and Appendix B.

G. General SO, Provisions.

100. To the extent an Emission Rate br 30-Day Roiling Aiferage Removal Efficiency
for 50; is required under this Consent Decree, Defendants shall use CEMS in accordance with
the reference methods specified in 40 C.F.R. Part 75 to determine such Emission Rate or
Removal Efficiency.

101. Notwithstanding Paragraphs 6 and 100, the 30-Day Rolling Average Removal
Efficiency for SO; at Conesville Unit 5 and Conesville Unit 6 shall be determined in accordance
with Appendix C. |

VI PM EMISSION REDUCTIONS AND CONTROLS

A. Optimization of Existing ESPs.

102.  Beginning thirty (30) days after the Date of Entry, and continuing thereafter,
Defendants shall Continuously Operate each ESP on Cardinal Unit 1, Cardinal Unit 2, and

Muskingum River Unit 5 to maximize PM emission reductions at all times when the Unit is in
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operation, provided that such operation of the ESP is consistent with the technological
limitations, manufacturers’ specifications, and good engineering and maintenance practices for
the ESP. Defendants shall, at a minimum, to the extent reasonably practicable: (a) fully venergiza
~ each seéﬁon of the ESP for each unit, and repair any failed ESP section at the next planned Unit
outage (or unplanned outage of sufficient length); (b) operate automatic control systems on each
ESP to maximize PM collection efficiency; (¢) maintain power levels delivered to the ESPs,
consistent with manufacturers’ specifications, the operational design of the Unit, and good
.engineering practicesﬁ and (d) inspect for and repair during the next planned Unit outage (or
unplanned outage of sufficient length) any openings in ESP casings, ductwork, and expansion
Jjoints to minimize air leakage.

B. PM Emission Rate and Testing,

103.  No later than the dates specified in the table below, Defendants shall
Continuously Operate each Unit specified therein to achieve and maintain a PM Emission Rate

no greater than 0.030 Ib/mmBTU:

Unit Date to Achieve and Maintain PM
‘ Emission Rate

Cardinal Unit 1 N December 31, 2009
Cardinal Unit 2 December 31, 2009
Muskingum River Unit 5 December 31, 2012
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104.  On or before the date established By this Consent Decree for Defendants to
achieve and maintain 0.030 Ib/mmBTU at Cardinal Unit 1, Cardmal Unit 2, and Muskingum
River Unit 5, Defendants shall conduct a performance test for PM that demonstrates compliance
with the PM Emission Rate required by this Consent Decree. Within forty-five (45) days of each
such performance test, Defendants shall submit the results of the performance test to Plaintiffs
pursuant to Section XVIII (Notices) of this Consent Decree.

C. PM Emmissions Monitoring.

105. Beginning in calendar year 2010 for Cardinal Unit 1 and Cardinal Unit 2, and
calendar year 2013 for Muskingum River Unit 5, and continuing in each calendar year thereafter,
Detendants shall conduct a stack test for PM on each stack servicing Cardinal Unit 1, Cardinal
Unit 2, and Muskingum River Unit 5. The annual stack test requirement imposed by this
Paragraph may be satisfied by stack tests conducted by Defendants as required by their permits
from the State of Chio for any year that such stack tests are required under the permits.

106.  The rcference methods and procedures for determining compliance with PM
Emission Rates shall be those specified in 40 C.F.R. Part 60, Appendix A, Method 3, 5B, or 17,
or an alternative method that is prbmulgated by EPA, rcquestéd for use herein by Defendants,
and approved for use herein by EPA. Use of any particular method shall conform to the EPA
requirements specified in 40 C.F.R. Part 60, Appendix A and 40 C.F.R. § 60.48Da(b) and (e), or
any federally-approved method contained in the Ohio State Implementation Plan, Defendants
shall calculate the PM Emission Rates from the stack test results in accordance with 40 C.F.R.

§ 60.8(f). The results of each PM stack test shall be submitted to EPA within forty-five (45)

days of completion of each test.
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D. Installation and Operation of PM CEMS.

107. Defendants shall install, calibrate, operate, and maintain PM CEMS, as specified
below. Each PM CEMS shall comprise a continuous particle mass monitor measuring
particulate matter concentration, directly or indirectly, on an hourly average basis and a diluent
_ monitor used to convert the concentration to units of Ib/mmBTU, Defendants shall maintain, in
an electronic database, the hourly average emission values produced by all PM CEMS i
Ib/mmBTU. Defendants shall use reasonable efforts to keep each PM CEMS running and
producing data whenever any Unit served by the PM CEMS is operating.

108.  No later than December 31, 2011, Déf‘endams shall submit to EPA pursuant to
Section XII (Review and Approval of Subimittals) of this Consent Decree: (a) a plan for the
installation and certification of each PM CEMS, and (b) a proposed Quality Assurance/Quality
| Control (“QA/QC”) protocol that shall be followed in calibrating such PM CEMS. In
developing both the plan for installation and certification of the PM CEMS and the QA/QC ’
protocol, Defendants shall use the criteria set forth in 40 C.F.R. Part 60, Appendix B,
Performance Specification 11, and Appendix F, Procedure 3. Following approval by EPA of the
prolocol, Defendants shall thereafter operate each PM CEMS in accordance with the approved
protocol. |

109.  No later than the dates specified below, Defendants shall install, certify, and
operate PM CEMS on the stacks or common stacks for Cardinal Unit 1, Cardinal Unit 2, and a

third Unit, as further described in Paragraph 110:

38




Exhibit JMM-1
Page 43 of 121

Case 2:99-cv-01250-EAS-TPK  Document 363 Filed 10/09/2007  Page 43 of 121

Stack - ~ Date to Commence Operation of PM
CEMS

Cardinal Unit | December 31, 2012

Cardinal Unit 2 ' December 31, 2012

Unit to be identified pursuant to Paragraph December 31, 2012
110

lbl(). No later than December 31, 2011, Defendants shall idkentif)", subject to Plaintiffs’
approval, the third Unit required by Paragraph 109,

111.  No later than ninety (90) days after Defendants begin operation of the PM CEMS;
Defendants shall conduct tests of each PM CEMS 1o demonstrate compliance with the PM
CEMS installation and certification plan submiﬁed to and approved by EPA. -

112. Demonstration that PM CEMS are Infeasible. Defendants shall operate the PM

CEMS for at least two (2) years on each of the Units specified in Paragraphs 109 and 110, After
two (2) years of operation, Defendants may attempt to demonstrate that it is infcasible to
continue operating PM CEMS. As part of such demonstration,bDefendants shall submit an
alternative PM monitoring plan for review and approval by EPA. The plan shall explain the
basis for stopping operation of the PM CEMS and propose an alternative PM monitoring plan. If
the Ut;ited States disapproves the alternative PM monitoring plan, or if the United States rcjects
Defendants’ claim fhat it is infeasible to continue operating PM CEMS, such disagreement is |
subject to Section XV (Dispute Resolution).

113.  “Infeasible to Continue Operating PM CEMS” Standard. Operation of a PM

CEMS shall be considered no lon ger feasible if: (a) the PM CEMS cannot be kept in proper
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condition for sufficient periods of time to produce reliabie, adequate, or useful data consisteﬁt
with the QA/QC protocol, or (b) Defendants demonstrate that recurring, chronic, or unusual
equipment adjustment or servicing needs in relation to other types of continuous emission
monitors cannot be reselved through reasonable expenditures of resources. 1f EPA determines
that Defendants have demonstrated pursuant to this Paragraph that operation is no fonger
feasible, Defendants shall be entitled to discontinue operation of and remove the PM CEMS.

114. PM CEMS Operations Will Continue During Dispute Resolution or Proposals for

. Alternative Monitoring. Until EPA approves an alternative monitoring plan, or until the

conclusion of any proceeding under Section XV (Dispute Reéolution), Defendants shail continue
to operate the PM CEMS, If EPA has not issued a decision regarding an alternative monitoring
~ plan within 120 days, Defendants may initiate action under Section XV (Dispute Resolution).

E. PM Reporting.

115. Defendants shall comply with the reiaortin g requirements for PM as described m »
Section XTI (Periodic Reporting) and Appendix B.

F. General PM Provisions,

116.  Although stack testing shall be used to determine compliance with the PM
Emission Rate established by this Consent Decrce, data from the PM CEMS shall be used, at é

minimum, to monitor progress in reducing PM emissions.
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VII. PROHIBITION ON NETTING CREDITS OR
OFESETS FROM REQUIRED CONTROLS

117. Emission reductions that result from actions required to be taken by Defendanté
after the Date of Entry of this Consent Decree to comply with the requirements of this Consent
Decree shall not be considered as a creditable contcmporanééus emission decrease for the
purpose of obtaining a netting credit or offset under the Clean Air Act’s Nonattainment NSR and
PSD programs.

118. Nothing in this Consent Decree is intended to preclude the emission‘reduclions
generated under this Conseﬁt Decree from being considered by a State or EPA as creditable
contemporaneous emission decreases for the purpose of attainment demonstrations submitted
pursuant to § 110 of the Act, 42 U.S.C. § 7410, or in determining impacts on NAAQS, PSD
increment, or air quality related values, including visibility, in a Class [ area.

VIII. ENVIRONMENTAL MITIGATION PROJECTS

119.  Defendants shall implement the Environmental Mitigation Projects (“Projects™)
described in Appendix A to this Consent Decree and fund the categories of Projects described in
Subsection B, below, in compliance with the approved plans and schedules for such Projects and
other terms of this Consent Decree. In funding and/or imp]emeﬁting all such Préjects in
Appendix A and Subsection B, Defendants shall expend moneys and/or implement Projects
valued at no less than $36 million for the Projects identified in Appendix A and $24 million for
the payments to the States to fund Projects within the categories set forth in Subsection B,
Defendants shall fund and/or implement such Projects over a period of no later than five (5) |
years from the Date of Entry. Defendants may propose establishing one or more qualified
settlement funds within the meaning of Treas. Reg. §1.468B-1 in conjunction with one or more
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Mitigation Projects. Any such frust would be established pursuant to a trust égreement in a form
to be mutually agreed upon by the affected Parties. Nothing in the foregoing is intended by the
United States to be a determination or opinion regarding whether such trust would meet the
requirements of Treas. Reg. §1.468B-1 or is otherwise appropriate.

A. Requirements for Projects Described in Appendix A (36 million).

120. Defendants shall maintain, and present to EPA upon request, all documents to
substantiate the Project Dollars expended to implement the Projects described in Appendix A,
and shall provide these documents to EPA within thirty (30) days of a request for the documents.

121.  All plans and reports prepared By Defendants pursnant to the réquireh*xents of thi§
Section of the Consent Decree and required to be submitted to EPA shall be publicly available
from Defendants without charge.

122.  Defendants shall certify, as part of each plan submiited to EPA for any Project,

. that Defendants are not otherwise required by law to perform the Project described in the plan,
that Defendants are unaware of any other person who is required by law to perform the Project,
and that Defendants will not use any Project, or portion thereof, to satisfy any obligations that it
~ may have under other applicable requirements of law, including any applicable renewable
portfolio standards.

123.  Defendants shall use‘ngood faith efforts to secure as‘much benefit as possible for
the Project Dollars expended, consistent with the applicable requirements and limits of this
Consent Decree.

124.  If Defendants elect (where such an election is allowed) to undertake a Project by
contributing funds to another person or entity that will carry out the Project in lieu of

Defendants, but not including Defendants’ agents or contractors, that person or instrumentality
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must, in writing: (2) identify its 1egal authority for accepting éuch funding; and (b) identify its
legal authority to conduct the Project for which Defendants contribute the funds. Regardless of
whether Defendants elect {where such election is allowed) to undertake a Project by itself or to
do so by contributing funds to another person or instrumentality that will carry out the Project,
Defendants acknowledge that they will receive credit for the expenditure of such funds as Project
" Dollars only if Defendants demonstrate that the funds have been actually spent by cither
Defendants or by the person or instrumentality receiving them, and that such expenditures met
all requirements of this Consent Decree.

125. Defendants shall corﬁply with the reporting requirements for Appendix A Projects
as described in Section XI (Periodic Reporting) and Appendix B.

126.  Within sixty (60) days following the completion of each Project required under
this Consent Decree (including any applicable periods of demounstration or testing), Defendants
shall submit to the United States a report that documents the da;ce that the‘Project was completed,
Defendants’ results of implementing the Project, including the emission reductions or other
environmental benefits achieved, and the Project Dollars éxpended by Defendants in
implementing the Project.

B. Mitigation Projects to be Conducted by the States (524 million).

127.  The States, by and through their respective Attorneys General, shall jointly
submit to Defendants Projects within the categories identified in this Subsection B for funding in
amounts not to excéed $4.8 million per calendar year for no less than five (5) years following the
Date of Entry of this Consent Decree beginning as early as calendar year 2008. The funds for
these Projects will be apportioned by and among the States, and Defendants shall not have

approval rights for the Projects or the apportionment. Defendants shall pay proceeds as
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designated by the States in accordance with thé Pfojects submiitted for funding each year within '
seveﬁty-ﬁve (75) days after being notified in writing by the States. Notwithstanding the $4.8
million and 5-year limitation above, if the total costs of the projects submitted in any one or
more years are less than $4.8 million, the difference between that amount and $4.8 million will
be available for funding by Defendants of new or previously submitted projects in the following
years, except that all amounts not designated by the States within ten (10) years after the Date of
Entry of this Consent Decree shall expire.

128.  Categories of Projects. The States agree to use money funded by Defendants to

implement Projects that pertain to energy cfficiency and/or pollution reduction. Sﬁch projects

- may include, but are not limited by, the following:

a. Retrofitting land and marine vehicles (e.g., automobiles, off-road and on-
road construction and other vehicles, trains, ferries) and transportation

terminals and ports, with poflution control devices, such as particulate

matter traps, computer chip reflashing, and battery hybrid technology;

b, Truck-stop and marine port electrification;
c. Purchase and installation of photo-voltaic cells on buildings;
d. Projects to conserve energy use in new and existing buildings, including

appliance efficiency improvement projects, weatherization projects, and
projects intended to meet EPA’s Green Building guidelines (see
htip://www.epa.gov/greenbuilding/pubs/enviro-issucs.htm) and/or the |
Leadership in Energy and Environmental Design (I;EED) Green Building
Rating System (see_

http://www.usgbc.org/Display Page.aspx ?CategoryID=19), and projects to
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collect information in rental markets to assist in design'of efficiency and
conservation programs;

e. Construction associated with the produciion of energy from wind, solar,
and biomass;

f.  “Buy back” programs for dirty old motors (e.g., automobile, lawnmowers,
landscape equipment);

g. Programs to remove and/or replace oil—ﬁred home héating equipment to
allow use of ultra-low sulfur oil, and outdoor wood-fired boilers;

h, Purchase and retiremént of 8O, and NO,, allowances: aﬁd

i. Funding program to improve modeling of mobile source sector.

IX. C1VIL PENALTY

129.  Within thirty (30) days after the Date of Entry, Defendants’shall pay to the United |
States a civil penalty in the améunt of $15,000.000. The civil penalty shall be paid by Electronic
Funds Transfer (“EFT”) to the United States Department of Justice, in accordance with current
EFT procedures, refercncing USAO File Number 1999v01542 and DOJI Case Number 90-5-2-1-
06893 and the civil action case name and consolidated case numbers of this action, The costs of
* such EFT shall be Defendants’ responsibility. Payment shall be made in accordance with
instructions provided to Defendants by the Financial Litigation Unit of the U.S. Attorney’s
Office for the Southern District of Ohio. Any funds received after 2:00 p.m. EDT shall be
credited on the next business day. At the timc of payment, Defendants shall provide notice of |
payment, referencing the USAO File Number, the DOJ Case Number, and the civil action case
name and consolidated case numbers, to the Department of Justice and to EPA in accordance

with Section XVIH (Notices) of this Consent Decree,
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130. Failure toytimely pay the civil penalty shall subject Defendaﬁts to interest
accruing from the date payment is due until the date payment is made at the rate prescribed by 28
U.S.C. § 1961, and shall render Defendants liable for all charges, costs, fees, and penalties
established by law [or the benefit of a creditor or of the United States in sccuring payment.

131.  Payment made pursuant to this Section is a penalty within the meaning of Section
- 162(f) of the Internal Revenue Code, 26 1.S.C. § 162(f), and is not a tax-deductible expenditure

for purposes of federal law.

X. RESOLUTION OF CIVIL CLAIMS AGAINST DEFENDANTS

A. Resolution of the United States’ Civil Claims.

132. Claims Based on Modifications Qccurring Before the Date of Lodging of this

Consent Decree. Entry of this Decree shall resolve all civil claims of the United States against
Defendants that arose from any modifications commenced at any AEP Eastern Systemn Unit prior
to the Date of Lodging of this Consent Decree, including but not limited to, those modifications
alleged in the Notices of Violation and complaints filed in AEP I and AEP II, under any or all of:
(a) Parts C or D of Subchapter I of the Clean Air Act, 42 U.S.C. §§ 7470-7492, 7501-7515; (b)
Section 111 of the Clean Air Act, 42 U.S.C. § 7411, and 40 C.F.R. § 60.14; (c) the federally~
approved and enforceable Tndiana State Tmplementation Plan, Kentucky State Implementation
Plan, Ohio State Implementation Plan, Virginia State Implementation Plan, and West Virginia
State Implementation Plan; or (d) Sections 502(a) and 504(a) of Title V of the Clean Air Act, 42
U.8.C §§ 7611(a) and 7611(c), but only to the extent that such claims are based on Defendants’
failure to obtain an operating permit that reflects applicable réquirements imposed under Parts C

or D of Subchapter I, or Section 111 of the Clean Air Act.
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133. Claims Based on Modifications after the Date of Lodzing of This Consent

Decree. Entry of this Consent Decree also shall resolve all ¢civil claims of the United States
against Defendants that arise based on a modification commenced before December 31, 2018, or
solely for Rockport Unit 2, before December 31, 2019, er all pollutants, except Particulate
Matter, regulated under Parts C or ID of Subchapter I of the Clean Air Act, and under regulationé
| promulgated thereunder, as of the Date of Lodging of this Consent Decree. and:
a, where such modification is commenced at any AEP Eastern System Unit
after the Date of Lodging of this Consent Decree; or
b. where such modification is one this Consent Decree expressly directs |
Defendants to undertake.
The term “modification” as used in this Paragraph shall have the meaning that term is given
under the Clean Air Act and under the regulations in effect as of the Date of Lodging of this
Consent Decree, as alleged in the complaints in AEP I and AEP f].
134, Reopener. The resolution of the United States’ civil claims against Defendants,

as provided by this Subsection A, is subject to the provisions of Subsection B of this Section.
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B. Pursuit by the United States of Civil Claims Qthcrwise Resolved by Subsection

>

135. Bases for Pursuing Resolved Claims for the AEP Eastern System. If Defendants

violate: (a) the Eastern System-Wide Annual Tonnage Limitations for NOy required pursuant to
| Paragraph 67; (b) the Eastern System-Wide Annual Tonnage Limitations for SO, required
pursuant to Paragraph 86; or (¢) operate a Uhit more than ninety (90) days past a date established
in this Consent Decree without completing the required installation, upgrade, or commencing
Continuous Operation of any emission control device required pursuant to Paragraphs 68, 69, 87,
v 102, and 103 then the United States may pursue any claim at any AEP Eastern System Unit that

is otherwise resolved under Subsection A (Resolution of United States’ Civil Claims), subject to

(a) and (b) below.
a, For any claims based on modifications undertaken at any Unit in the AEP
Egstern System that is not an Improved Unit for the pollutant in question,
claims may be pursued only where the modification(s) on which such
claim is based was commenced within the five (5) years preceding the
violation or failure specificd in this Paragraph.
b. For any claims based on modifications undertaken at an Improved Unit,

claims may be pursued only where the modification(s) on which such
claim is based was commenced: (1) after the Date of Lodging of this
Consent Decree and (2) within the five (5) years preceding the violation or
failure specified in this Paragraph,

136. Additional Bases for Pursuing Resolved Claims for Modifications at an Improved

Unit. Solely with respect to an Improved Unit, the United States may also pursue claims arising
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from a modification (or collection of modifications) at an Improved Unit that has otherwise been
resolved under Subsection A (Resolution of the United States’ Civil Claims) if the modification
(or collection of modifications) at the Improved Unit on which such claim is based (a) was
commenced after the Date of Lodging of this Consent Decree and (b) individually (or
collectively) increased the maximum hourly émission rate of that Unit for NOy or 8O, (as
measured by 40 C.F.R. § 60.14 (b) and (h)) by more than ten ‘percent (10%).

137.  Any Other Unit can become an Improved Unit for NOy if (a) it is equipped with
an SCR, and (b) the operation of such SCR is incorporated into a federally-enforceable non-Title
V permit or site-specific amendment to the state implementation plan and incorporated into a
Title V permit applicable to that Unit. Any Other Unit can become an Improved Unit for SO, if
(a) it is equipped with an FGD, and (b) the operation of such FGD is incorporated into a
federally-enforceable non-Title V permit or site-specific amendment to the state implementation
bplan and incorporated into a Title V permit applicable to that Unit.

138. Additional Bases for Pursuing Resolved Claims for Modifications at Other Units.

a. Solely with respect to Other Units, i.e., a Unit that is not an Improved Unit
under ihe terms of this Consent Decree, the United States may also pursue claims arising from a
moedification (br collection of mddifications) at an Other Unit that has otherwise been resolved
under Subsection A (Resolution of the United States’ Civil Claims), if the modification (or
collection of modifications) at the Other Unit on which the claim is based was commenced
within the five (5) years preceding any of the following events:
1. amodification (or collection of modifications) at such Other Unit

commenced after the Date of Lodging of this Consent Decree increases the maximum hourly
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’emission rate for such Other Unit for the relevant pollutant (NO, or SO;) (as measured by 46
CTF.R. § 60.14(b) and (h)); |

2. the aggregate of all Capital Expenditures made at such Other Unit
exceed $125/KW on the Unit’s Boiler Island (based on the generating capacities identificd in
Paragraph 7) during the period from the Date of Entry of this Consent Decree through Decembér
31, 2015. (Capital Expenditures shall be measured in calendar year 2007 constant dollars, as
adjusted by the McGraw-Hill Engineering News-Record Construction Cost Index); or

3. a modification {or collection of modifications) at such Other Unit
commenced after the Date of Lodging of this Consent Decree results in an emission‘s increase‘of
NO, and/or SO at such Other Unit, and such increase: (i) presents, by itself, or in combination
with other emissions or sources, “an imminent and substantial endangerment” within the
meaning of Section 303 of the Act, 42 U.S.C. §7603; (i) causcs or contributes to violation of a
NAAQS in any Air Quality Control Area that is in attainment with that NAAQS; (iii) causes or
contributes to violation of a PSD increment; or (iv) causes or contributes to any adverse impact
on any formally-recognized air quality and related values in any Class [ area. The introduction
of any new or changed NAAQS shall not, standing alone, provide the showing needed under
Subparagraphs (3)(ii) or (3)(i11) of this Paragraph, to pursuc any claim for a modification at an
Other Unit resolved under Subparégraph A of this Section.

b. Solely with respect to Other Units at the plant listed below, the United States may

. also pursue claims arising from a modification {(or collection of modifications) at such Other
Units commenced after the Date of Lodging of this Consent Decree if such modification (or
collection of modifications) results in an emissions increase of SO, at such Other Unit, and such

increase causes the emissions at the plant at issue to exceed the Plant-Wide Annual Rolling
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Average Tonnége Limitation for SO, at Clinch River listed in the table below for year 2010-

2014 and/or 2015 and beyond:

Plant ‘ Year SO, Tons Limit
Clinch River 2010-2014 21,700
Clinch River 2015 and cach year 16,300
thereafter
C. Resolution of Past Claims of thc Statés and Cilizen Plaintiffs‘ and Reservation of
Rights.

139.  The States and Citizen Plaintiffs agree that this Consent Decree resolves all civil
claims that have been alleged in their respective complaints or could have been alleged against
Defendants prior to the Date of Lodging of this Consent Decree for violations of: (a) Parts C or
D of Subchapter I of the Clean Air Act, 42 U.S.C. §§ 7470—7492, 7501-7515, and (b) Section
111 of the Act, 42 U.S.C, § 7411, and 40 C.F.R § 60.14, at Units within the AEP Eastern
System.

140.  The Slétes and Citizen Plaintiffs expressly do not join in giving the Defendants
the covenant provided by the United ‘States through Paragraph 133 of this Consent Decree, do
not release any claims under the Clean Air Act and its implementing regulations arising after the
Date of Lodging of this Consent Decree, and reserve their rights, if any, to bring any actions
against the Defendants pursuant to 42 U.S.C; § 7604 for any claims arising after the Date of
Lodging of this Consent Decree.

141. Notwithstanding Paragraph 140, the States and Citizen Plaintiffs release
Defendants from any civil claim that may arise under the Clean Air Act for Defendants’

performance of activities that this Consent Decree expressly directs Defendants to undertake,
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except to the extent that such activities would cause a significant increase in the emission of a
criteria pollutant other than SO, NOy, or PM.

142, Retention of Authority Regarding NAAQS Exceedences. Nothing in this Consent

Decree shall be construed to affect the authority of the United States or any state under
applicable federal statutes or regulations and applicable state statutes or regulations to impose
appropriafe requiremeﬁts or sanctions on any Unit in the AEP Eastern System, including, but not
limited to, the Units at the Clinch River plant, if the United States or a state determines that
emissions from any Unit in the AEP Eastern System result in violation of, or interfere with the

attainment and maintenance of, any ambient air quality standard.

XI. PERIODIC REPORTING

143. Beginning on March 31, 2008, and continuing annually thereafter on March 31
until termination of this Consent Decree, and in addition to any other express reporting
requirement in this Consent Decree, Defendants shall submit to the’Unites States, the States, and
the Citizen Plaintiffs a progress report in compliance with Appendix B of this Consent Decree.

144. In any periodic progress report submitted pursuant to this Section, Defendants
may incorporate by rcference information previously submitted under their Title V permitting
requirements, provided that Defendants attach the Title V permit report, or the relevant portion
thereof, and provide a specific reference to the provisions of the Title V permit report that are -
responsive to the information required in the periodic progress report.

145.  In addition to the progress reports required pursuant to this Section, Defendants
shall provide a written report to the United States, the States, and the Citizen Plaintiffs of aﬁy
violation of the requirements of this Consent Decree within fifteen (15) days of when Defendants

knew or should have known of any such violation. In this report, Defendants shall explain the
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cause or.causcs of the violation and all measures taken or to be taken by Defendants to jarevent
such violations in the future.

146.  Each report shall be signed by Defendants’ Vice President of Environmental
Services or his or her equivalent or designee of at least the rank of Vice President, and shall
contain the following certification:

This information was prepared either by me or under my direction or supervision

in accordance with a system designed to assure that qualified personnel properly

gather and evaluate the information submitted. Based on my evaluation, or the

direction ahd my inquiry of tﬁe person(s) who manage the system, or the

person(s) directly responsible for gathering the information, I hereby certify under

penalty of law that, to the best of my knowledge and belief, this information is

true, accurate, and complete. 1 understand that there are significant penalties for

submitting false, inaccurate, or incomplete infoﬁnanion to the United States.

147.  1f any SO, or NO, Allowances are surrendered to any third party pursuant to this
Consent Decree, the third party’s certification pursuant to Paragraphs 83 and 95 shall be signed
by a managing officer of the third party and shall contain the following language:

I cértify under penalty of law that, | [name of third party]

will not sell, trade, or otherwise exchange any of the allowances and will not use

any of the allowances to meet any obligation imposed by any environmental law.

[ understand that there are significant penalties for submitting false, inaccurate, or

incomplete information to the United States.
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XT. REVIEW AND APPROVAL OF SUBMITTALS

148. Defendants shall submit each plan, report, or other suBmission required by this
Consent Decree to the Plaintiffs specified, whenever such a document is required to be submitted
for review or approval pursuant to this Consent Decree. The Plaintiff(s) te whom the report is
submitted, as required, may approve the submittal or decline to approve it and provide written
comments explaining the bases fbr declining such approval as soon as reaéonably practicable.
Such Plaintiff(s) will endeavor to coordinate their comments into one document when explaining
their bases for declining such approval. Within sixty (60) days of receiving written comments
from any of the Plaintiff{s), Defendants shall cither: (a) revise the submittal consistent with the
~ written comments and provide the revised submittal to the Plaintiff(s); or (b) submit the fnatter
for dispute resolution, including the period of informal negotiations, under Section XV (Dispute‘
Resolution) of this Consent Decree.

149.  Upon receipt of Plaintiffs’ or Plaintiff’s (as the case may be) final approval of thé
submittal, or upon completion of the submittal pursuant to dispute resolution, Defendants shall

implement the approved submittal in accordance with the schedule specified therein.
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XII. STIPULATED PENALTIES

150.  For any failure by Defendants to comply with the terms of this Consent Decree,
and subject to the provisions of Sections XIV (Force Majeure) and XV (Dispute Resolution),
Defendants shall pay, within thirty (30) days after receipt of written demand to Defendants by

the United States, the following stipulated penalties to the United States:

Consent Decree Violation Stipulated Penalty (Per Day,
' Per Violation, Unless
Otherwise Specified)

a. Failure to pay the civil penalty as specified in Section IX | $10,000 per day
(Civil Penalty) of this Consent Decree

b. Failure to comply with any applicable 30-Day Rolling $2,500 per day per violation
Average Emission Rate, 30-Day Rolling Average Removal ‘
Efficiency, Emission Rate for PM, or Other SO» Measures
where the violation is less than 5% in excess of the limits
set forth in this Consent Decree

c. Failure to comply with any applicable 30-Day Rolling $5,000 per day per violation
Average Emission Rate, 30-Day Rolling Average Removal
Efficiency, Emission Rate for PM, or Other SO, Measures
where the violation is equal to or greater than 5% but less
than 10% in excess of the limits set forth in this Consent
Decree

d. Failure to comply with any applicable 30-Day Rolling $10,000 per day per violation
Average Emission Rate, 30-Day Rolling Average Removal
Efficiency, Emission Rate for PM, or Other SO; Measures
where the violation is equal to or greater than 10% in
excess of the limits set forth in this Consent Decree
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Consent Decree Violation

Stipulated Penalty (Per Day,
Per Violation, Unless
Otherwise Specified)

e. Failure to comply with the Eastern System-Wide Annual
Tonnage Limitation for SO,

$5,000 per ton for the first 1000
tons, and $10,000 per ton for
each additional ton above 1000
tons, plus the surrender,
pursuant to the procedures set
forth in Paragraphs 95 and 96,
of SO, Allowances in an
amount equal to two times the
number of tons by which the
limitation was exceeded

f. Failure to comply with the Plant-Wide Annual Rolling
Tonnage Limitation for SO, at Clinch River

$40,000 per ton, plus the
surrender, pursuant to the
procedures set forth in
Paragraphs 95 and 96, of 8O,
Allowances in an amount equal
to two times the number of tons
by which the limitation was
exceeded

g. Failure to comply with the Eastern System-Wide Annual
Tonnage Limitation for NOy

$5,000 per ton for the first 1000
tons, and $10,000 per ton for
each additional ton above 1000
tons, plus the surrender,
pursuant to the procedures set
forth in Paragraphs 82 and 83,
of NO, Allowarnces in an
amount equal to two times the
number of tons by which the
limitation was exceeded

h. Failure to install, commence operation, or Continuously
Operate a pollution control device required under this
Consent Decree

$10,000 per day per violation
during the first 30 days,
$32,500 per day per violation
thereafter

i. Failure to Retire, Retro{it, or Re-power a Unit by the date
specified in this Consent Decree

$10,000 per day per violation
during the first 30 days,
$32,500 per day per violation
thereafter

56




Exhibit JMM-1
Page 61 of 121

Case 2:99-cv-01250-EAS-TPK  Document 363  Filed 10/09/2007  Page 61 of 121

Consent Decree Violation

Stipulated Penalty (Per Day,
Per Violation, Unless
Otherwise Specified)

j. Failure to install or operate CEMS as required in this
Consent Decree

$1,000 per day per violation

k. Failure to conduct performance tests of PM cmissions,
as required i this Consent Decree

$1,000 per day per violation

1. Failure to apply for any permit required by Section XV1
{(Permits)

$1,000 per day per violation

m. Failure to timely submit, modify, or implement, as
approved, the reports, plans, studies, analyses, protocols, or
other submittals required in this Consent Decree

$750 per day per violation
during the first ten days, $1,000
per day per violation thereatter

n. Using NQ, Allowances except as permitted by
Paragraphs 75, 76, and 78

The surtender of NOy
Allowances in an amount equal
1o four times the number of
NO, Allowances used in
violation of this Consent
Decrec

o. Failure to surrender NOx Allowances as required by
Paragraphs 75 and 79

(a) $32,500 per day plus (b)
$7,500 per NO4 Allowance not
surrendered

p. Failure to surrender SO; Allowances as required by
Paragraph 93

(a) $32,500 per day plus (b)
$1,000 per SO» Allowance not
surrendered :

q. Failure to demonstrate the third party surrender of an
SO; Allowance or NOx Allowance in accordance with
Paragraphs 95-96 and 82-83.

$2,500 per day per violation

r. Failure to implement any of the Environmental
Mitigation Projects described in Appendix A in compliance
with Section VIIT (Environmental Mitigation Projects) of
this Consent Decree

The difference between the cost
of the Project, as identified in
Appendix A, and the dollars
Defendants spent to implement
the Project
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Consent Decree Violation Stipulated Penalty (Per Day,
, - Per Violation, Unless
Otherwise Specified)

s. Failure to fund an Environmental Mitigation Project, as | $1,000 per day per violation
submitted by the States, in compliance with Section VITL during the first 30 days, $5,000
(Environmental Mitigation Projects) of this Consent Decree | per day per violation thereafter

t. Failure to Continuously Operate required Other NOy $10,000 per day during the first
Pollution Controls required in Paragraph 69 30 days, and $32,500 each day
thereafter

u. Failure to comply with the Plant-Wide Annual Tonnage | $40,000 per ton, plus the
Limitation for SO, at Kammer surrender, pursuant to the
procedures set forth in
Paragraphs 95 and 96 of SO,
Allowances in an amount cqual
to two times the number of tons
by which the limitation was
exceeded

v. Any other violation of this Consent Decree $1.000 per day per violation

151.  Violation of an Emission Rate or 30-Day Rolling Average Removal Efficiency
that is based on a 30-Day Rolling Average is a violation on every day on which the average is
based. Where a violation of a 30-Day Rolling Average Emission Rate or 30-Day Rolling
A‘verage Rerﬁoval Efficicney (for the same pollutant and from the same source) recurs within
perieds of less than thirty (30) days, Defendants shall not pay a daily stipulated penalty for aﬁy
day of the recurrence for which a stipulated penalty has already been paid.

152.  All stipulated penalties shall begin to accrue on the day after the performance is
due or on the day a violation occurs, whichever is applicable, and shall continue to accrue until
performance is satisfactorily completed or until the violation ceases, whichever is applicable.
Nothing in this Consent Decree shall prevent the simultaneous accrual of separate stipulated

penalties for separate violations of this Consent Decree.
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153. Defendants shall pay all stipuiated éenalties to the United States within thirty (30)
days of receipt of written demand to Defendants from the United States, and shall continue to
make such payments every thirty (30) days thereafter until the violation(s) no longer continues,
unless Defendants elect within twenty (20) days of receipt of written demand to Defendants from
the United States to dispute the accrual of stipulated penalties in accordance with the provisions
in Section XV (Dispute Resolution) of this Consent Decree.

154.  Stipulated penalties shall continue to accrue as provided in accordance with
Pa;'agraph 152 during any dispute, with interest on accrued stipulated penalties payable and
calculated at the rate established by the Secretary of the Treasury, pursuant to 28 U.S.C’. § 1961,
but need not be paid until the following:

a. If the dispute is resolved by agreement, or by a decision of Plaintiffs
pursuant to Section XV (Dispute Resolution) of this Consent Decree that
is not appealed to the Court, accrued stipulated peﬁalties agreed or
determined to be owing, together with accrued interest, shall be paid
within thirty (30} days of the effective date of the agreement or of the
receipt of Plaintiffs’ decision;

b. If ‘the dispute is appealed to the Court and Plaintiffs prevlail‘in whole or in
part, Defendants shall, within sixty (60) days of receipt of the Court’s
decision or order, pay all accrued stipulated penalties determined by the
Court to be owing, together with interest accrued on such penalties
determined by fhe Court to be owing, except as provided in Subparagraph

¢, below;
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c. If the Court’s decision is appealed by any Pafty, Defendants sﬁall, within‘
fifteen (15) days of receipt of the final appellate court decision, pay all
accrued stipulated penalties determined to be owing, together with interest
accrucd on such stipulated penalties determined to be owing by the
appellate court.

Notwithstanding any other provision of this Consent Decree, the accrued stipulated penalties
agreed by the Plaintiffs and Detendants, or determined by the Plaintiffs through Dispute
Resolution, to be owing may be less than the stipulated penalty amounts set forth in Paragraph
150, -

155.  All stipulated penalties shall be paid in the manner set forth in Section IX (Civil
Penalty) of this Consent Decree.

156.  Should Defendants fail to pay stipulated penalties in compliance with the terms of
this Conéent Decree, the United States shall be entitled to collect interest on such penaltics, as‘
provided for in 28 U.S.C. § 1961.

157.  The stipulated penalties provided for in this Consent Decree shall be in addition
to any other rights, remedies, or sanctions available to Plaintiffs by rcason of Defendants’ faiture
to comply with any requirement of this Consent Decree or applicable law, except that for any
- violation of the Act for which this Consent Decree provides for payment of a stipulated penalty,
Defendants shall be allowed a credit for stipulated penalties paid against any statutory penalties

also imposed for such violation.
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XIV. FORCE MAJEURE

158.  For purposes of this Consent Decree, including, but not limited to, Paragraphs 67
and 86, a “Force Majeure Event” shall mean an event that has been or will be caused by
circumstances beyond the control of Defendants or any entity controlled by Defendants that
delays compliance with any provision of this CoﬁSent Decree or otherwise céuses a violation of

~any provision of this Consent Decree despite Defendants’ best efforts to fulfill the obligation.
“Best efforts to fulfill the obligation” include using best efforts to anticipate any potential Force
Majeure Bvent and to address the effects of any such event (a) as it is occurring and (b) after it
has occurred, such that the ‘delay or violation fs minimized to the gréatest extent possible.

159. Notice of Force Majeure Events. If any event occurs or has occurred that may

delay compliance with or otherwise cause a violation of any obligation under this Consent
Decree, as to which Defendants intend to assert a claim of Force Majeure, Defendants shall
notify the Plaintiffs in writing as soon as practicable, but in no event later than twenty-one (21)
business days following the date Defendants first knew, or by the exercise of due diligence
should have known, that the event caused or may cause such delay or violation. In this notice,
Defendants shall reference this Paragraph of this Consent Decree and describe the anticipated
length of time that the delay or violation may persist, the cause or causes of the delay or
violation, all measures taken or to be taken by Defendants to prevent or minimize the delay or
violation, the schedule by which Defendants propose to implement those measures, and
Defendants” rationale for attributing a delay or violation to a Force Majeure Event. Defendants
shall adopt all reasonable measures to avoid or minimize such delays or violations. Defendants
shall be deemed to know of any circumstance which Defendants or any entity controlled by

Defendants knew or should have known.
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160. Failure to Give Notice. If Defendants méterially fail to comply with the notice

requirements of this Section, the Plaintiffs may void Defendants’ claim for Force Majeure as to
the specific event for which Defendants have failed to comply with such notice requirement.

161. Plaintiffs’ Response. The Plaintiffs shall notify Defendants in writing regarding

Defendants’ claim of Force Majeure as soon as reaéonably practicable‘. If thé Plaintiffs agree
that a delay in performance has been or will be caused by a Force Majeure Event, the Parties
shall stipulate to an extension of deadline(s) for performance of the affected compliance
requirement(s) by a period equal to the delay actually caused by the event, or the extent to which
Defendants may be relieved of stipulafed penalties or other remedics prbvidcd under the terms of |
this Consent Decree. Such agreement shall be reduced to writing, and signed by all Parties. If
the agreement results in a material change to the terms of this Conéent Decree, an appropriate
modification shall be made pursuant to Section XXI1 (Modification). If such change is not
material, no modification of this Consent Decree‘shall be required.

162. Disagreement. If Plaintiffs do not accept Defendants’ claim of Force Majeure, or
if the Plaintiffs and Defendants cannot agree on the length of the delay actually caused by the
Force Majeure Event, or the extent of reliel required to address the delay actually caused by the

| Force Majeure Event, the matter shall be resolved in accordance with Section XV (Dispute
Resolution) of this Consent Decree.

163. Burden of Proof. In any dispute regarding Fﬁrce Majeure, Defendants shall bear
the burden of proving that any delay in performance or any other violation of any requirement of
this Consent Decree was caused by or will be caused by a Force Majeure Event. Defendants
shall also bear the burden of proving that Defendants gave the notice required by this Section

and the burden of proving the anticipated duration and extent of any delay(s) attributable toa
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Force Majeure Event. An extension of one compliance date based on a particular event may, but
will not necessarily, result in an extensjon of a subsequent compliance date.

164. Events Excluded. Unanticipated or increased costs or expenses associated with
the performance of Defendants’ obligations under this Consent Decree shall not constitute a
Force Majeure Evenf.

165. Potential Force Majeure Events. The Parties agree that, depending upon the

circumstances related to an event and Defendants’ response to such circumstances, the kinds of
events listed below are among those that could qualify as Force Majeure Events within the
meaning of this Section: construction, labor, or equipment delays; Malfunction of a Unit or
emission control device; unanticipated coal supply or pollution control reagent delivery
interruptions; acts of God; acts of war or terrorism; and orders by a government official,
government agency, other regulatory authority, or a regional transmission organization, acting
under and authorized by applicable law, that directs Defendants to operate an AEP Eastern
System Unit in response to a local or system-wide (state-wide or regional) emergency (which
could include unanticipated required operation to avoid loss of load or unserved load).
Depending upon the circumstances and Defendants’ response to such circumstances, failure of a
permitting authority to iésue a necessary permit in a timely fashion may constitute a Force
Majeure Event where the failure of the permitting authority to act is beyond the control of
Defendants and Defendants have taken all steps available to it to obtain the necessary permit,
including, but not limited to: submitting a completc permit application; responding to rcquests
for additional information by the permitting authority in a timely fashion; and accepting lawful
permit terms and conditions after expeditiously exhausting any legal rights to appeal terms and

conditions imposed by the permitting authority.
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1 66‘; As part of ‘the resolution of any ‘mattely‘ submitted to thi‘s Céu1‘t under Section XV
(Dispute Resolution) of this Consent Decree regarding a claim of Force Majeure, the Plaintiffs
and Defendants by agreement, or this Court by order, may in appropriate circumstances extend
or modify the schedule for completion of work under this Consent Decree to account for the
dclay in the work that occurred as a result of any delay agreed to by the Plaintiffs or approvéd by
the Co‘uﬁ. Defendants shall be liable for stipulated penalties for their failure thereafter to
complete the work in accordance with the extended or modified schedule (provided that
Defendants shall not be precluded from making a further claim of Force Majeure with regard to
meeting any such extended or modified schedule).

XV. DISPUTE RESOLUTION

167.  The dispute resolution procedure provided by this Section shall be available to
resolve all disputes arising under this Consent Decree, provided that the Party invoking such
procedure has first made a good faith attempt to resolve the matter with the other Parties.

168.  The dispute resolution procedure required herein shall be invoked by one Party
giving written notice to the other Parties advising of a dispute pursuant to this Section. The
notice shall deseribe the nature of the dispute and shall state the noticing Party’s position with
regard to such dispute. The Partiés receiving such a notice shall acknowledge receipt of the
notice, and the Parties in dispute shall expeditiously schedule a meeting to discuss the dispute
informally not later than fourteen (14) days following receipt of such notice.

169.  Disputes submitted to dispute resolution under this Section shall, in the first
instance, be the subject of infonnal‘ne;gotiations among the disputing Parties. Such period of
informal negotiations shall not extend beyond thirty (30) days from the date of the first meeting

among the disputing Parties’ representatives unless they agree in writing to shorten or extend
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this pefiod. During the informal negotiations period, the disputing Parties may also submit their
dispute to a mutually agreed upon alternative dispute resolution (ADR) forum if the Parties agree
that the ADR activities can be completed within the 30-day informal negotiations period (or such
longer period as the Parties may agree to in writing).

170. Ifthe disputing Parties are unable to reach agreement during the informal
negotiation period, the Plaintiffs shall provide Defendants with a written summary of their
position regarding the dispute. The written position provided by Plaintiffs shall be considered
binding unless, within forty-five (45) days thereafter, Defendants seek judicial resolution of the
dispute by filing a petition with this Court. The Plaintiffs may respond to the petition within
forty-five (45) days of filing. In their initial filings with the Court under this Paragraph, the
disputing Parties shall state their respective positions as to the applicable standard of law for
resolving the particular dispute.

171, The time periods set out in this Section may be shortened or lengthened upon
- motion to the Court of one of the Parties to the dispute, explaining the Party’s basis for seeking
such a scheduling modilication.

172.  This Court shall not draw any inferences nor establish any presumptions adverse
to any disputing Party as a result of invocation of this Section or the disputing Parties’ inability
to reach agreement.

173.  As part of the resolution of any dispute under this Section, in appropriate
circumstances the disputing Partics may agree, or this Court may order, an extension or
modification of the schedule for the completion of the activities required under this Consent
Decree to account for the delay that occurred as a result of dispute resolution, Defendants shall

be liable for stipulated penalties for their failure thercafter to complete the work in accordance
65




Exhibit JMM-1
Page 70 of 121

Case 2:99-cv-01250-EAS-TPK  Document 363  Filed 10/09/2007 Page 70 of 121

with the extended or modified schedule, provided that Defendants shall not be precluded from
asserting that a Force Majeure Event has caused or may cause a delay in complying with the
extended or modified schedule.

174.  The Court shall decide all disputes pursuant to applicable principles of law for
resolving such disputes. In their initial filings with the Court under Paragraph 170, the disputing
Parties shall state their respéctive positions as to the applicable standard of law for resolving the
particular dispute.

XVL PERMITS

175.  Unless expressly stated otherwise in this Consent Decree, in any instance where
otherwise applicable law or this Consent Decree requires Defendants to secure a permit to
authorize construction or operation of any device contemplated herein, including all
preconstruction, construction, and operating permits required under state law, Defendants shall
make such application in a timely manner. Defendants shall provide Notice to Plaintiffs under
Section XVIHI (Notices), for each Unit that Defendants submit an application for any permit
described in this Paragraph 175,

176. Notwithstanding the previous Paragraph, nothing in this Consent Decree shall be
construed to require Defendants to apply for or obtain a PSD or Nonattainment NSR permit foi‘
physical changes in, or changes in the method of operation of, any AEP Fastern System Unit that
would give rise to claims resolved by Paragraph 132 and 133, subject to Paragraphs 134 through
138, or Paragraphs 139 and 141 of this Consent Decree.

177.  When perrnité are required as described in Paragraph 175, Defendants shall
complete and submit applications for such permits to the appropriate authorities to allow time for

all legally required processing and review of the permit request, including requests for additional
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i‘nfomxation by thé permitting authorities. Any failure by‘Defendants to submit é timely permit‘
application for any Unit in the AEP Eastern System shall bar any use by Defendants of Section
XTIV (Force Majeure) of this Consent Decree, where a Force Majeure claim is based on
permitting delays.

178. Not\'Nithvstanding the reference to Title V permits in this Consent Decree, the
enforcement of such permits shall be in accordance with their own terms and the Act. The Title
V permits shall not be enforceable under this Consent Decree, although any term or limit
established by or under this Consent Decree shall be enforceable under this Consent Decree
regardless of whether such term of limit has or will become part of a Title V permit, subject to
the terms of Section XX VI (Conditional Termination of Enforcement Under Decree) of this
Consent Decree.

179.  Within threeb (3) years from the Date of Entry of this Consent Decréc, and in
accordance with federal and/or state requirements for modifying or renewing a Title V permit,
Defendants shall amend any applicable Title V permit application, or apply for amendments to
their Title V permits, to include a schedule for any Unit-specific performance, operational,
maintenance, and control technology requirements established by this Consent Decree including‘,
but not limited to, required emission rates or other limitations. For Units subjectto a
requirement to Retire, Retrofit, or Re-power, Defendants shall apply to modify, renew, or obtain
any applicable Title V permit to include a schedule for any Unit-specific performance, operation,
maintenance, and control technology requirements established by this Consent Decree including,
but not limited to, required cmission rates of other limitations, within (12) twelve months of

making such election to Retire, Retrofit, or Re-power.
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1 80; Within one (1) year from comrﬁencement of opération of each pollution éontrol
device to be installed, upgraded, and/or operated under this Consent Decree, Defendants shall
apply to include the requirements and limitations enumerated in this Consent Decree into
federally-enforceable non-Title V permits and/or site-specific amendments to the applicable state
implementation plans to réﬂect all new requirements applicabie to each Unit in the AEP Eastern
System, the Plant-Wide Anpual Rolling Average Tonnage Limitation for SO, at Clinch River,

_ and the Plant-Wide Annuval Tonnage Limitation for SO, at Kammer,

181. Defendants shall provide the United States with a copy of each appliéation fora
federally—enforceab]e non-Title V permit or améndment to a state implexﬁentation plan, as weli
as a copy of any permit proposed as a result of such application, to allow for timely participation
in any public comment period.

182. Prior to termination of this Consent Decree, Del’éndams sha]l obfailx enforceablé
| provisions in their Title V permits for the AEP Eastern System thét incorporatc (a) any Unit-
specific requirements and limitations of this Consent Decree, such as performance, operational,
maintenance, and control technology requirements, (b) the Plant-Wide Annual Rolling Average
Tonnage Limitation for SO, at Clinch River and the Plant-Wide Annual Tonnage Limitation for
80, at Kammer, and (¢) fhe Fastern System-Wide Annual Toﬁnage Limitations for SO, and’
NO,. If Defendants do not obtain enforceable provisions for the Eastern System-Wide Annual
Tonnage Limitations for SO, and NOy in such Title V permits, then the requirements in
Paragraphs 86 and 67 shall remain enforceable under this Consent Decree and shall not be
subject to termination.

183. If Defendants sell or transfer to an entity unrelated to Defendants (“Third-Party

Purchaser”) part or all of Defendants’ Ownership Interest in a Unit in the AEP Tastern System,
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Defendants shall comply with the requirements of Section XfX (Sales or Transfers of "
Operational or Ownership Interests) with regard to that Unit prior to any such sale or transfer
unless, following any such sale or transfer, Defendants remain the holder of the Title V permit
for such facility. ;

XVII. INFORMATION COLLECTION AND RETENTION

184. Any authorized representative of the United States, including attorneys,
contractors, and consultants, upon presentation of credentials, shall have a right of entry upon the
premises of any facility in the AEP Eastern System at any reasonable time for the purpose of:

a. monitoring the progress of activities required under this Consent Decfeé; |

b. verifying any data or information submitted to the United States in
accordance with the terms of this Consent Decree;

c. obtaining samples and, upon request, splits of any samplés taken by
Deféndams or their representatives, corxtractérs, or éonrsu]tants; and

d. assessing Defendants’ compliance with this Consent Decree.

185.  Defendants shall relain, and instruct their contractors and agents to preserve, all
non-identical copies of all records and documents (including records and documents in electronic
form) now in their or their contractors’ or agents’ possession or control (with the exception of
their contractors’ copies of field drawings and specifications), and that directly relate to
Defendants’ performance of their obligations under this Consent Decree until six (6) years
following completion of performance of such obligations. This record retention requirement
shall apply regardless of any corporate document retention policy to the contrary.

186.  All information and documents submitted by Defendants pursuant to this Consent

Decree shall be subject to any requests under applicable law providing public disclosure of
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document‘.s unless {(a) the infonnatioﬁ and d()cuménts are:ksubject to legal pﬁvileges or protection
or (b) Defendants claim and substantiate in accordance with 40 C.F.R. Part 2 that the information
and documents contain confidential business information.

187. Nothing in this Consent Decree shall Jimit the authority of EPA to conduct tests
and inspections at Defendants’ facilities under Section 114 of the Act, 42 US.C. § 7414, or any
other applicable federal or state laws, regulations, or permits.

XVIII. NOTICES

188.  Unless otherwise provided herein, whenever notifications, submissions, or
communications are required by this Consent Decree, they shall be made in wréting and |
addressed as follows:

As to the United Staies:

Chief, Environmental Enforcement Section
Environment and Natural Resources Division
1.5, Department of Justice

P.O. Box 7611, Ben Franklin Station
Washington, DC 20044-7611

DIJ# 90-5-2-1-06893

and

Director, Air Enforcement Division

Office of Enforcement and Compliance Assurance
U.S. Environmental Protection Agency

Ariel Rios Building [Mail Code 2242A]

1200 Pennsylvania Avenue, N.W.

Washington, DC 20460

and

Air Enforcement & Compliance Assurance Branch
U.S. EPA Region V
77 W. Jackson St.
Mail Code AE17]J
Chicago, 1L 60604
70




Case 2:99-cv-01250-EAS-TPK  Document 363

and

Air Protection Division Director
U.S. EPA Region 1T

1650 Arch Street

Philadelphia, PA 19103

As to the State of Connecticut:

Office of the Attorney General
Environmental Department
P.O. Box 120

Hartford, Connecticut
06141-0120

As to the State of Marvland:

Frank Courtright

Program Manager .

Air Quality Compliance Program
Maryland Department of the Environment
1800 Washington Blvd.

Baltimore, Maryland 21230
feourtright@mde.state.md.us

As to the Commonwealth of Massachusetts:

Frederick D. Augenstern, Assistant Attorney General
Office of the Attorney General

1 Ashburton Place, 18th floor

Boston, Massachusetts 02108
fred.augenstern@state.ma.us

and

Douglas Shallcross, Esquire

 Department of Environmental Protection
 Office of General Counsel

1 Winter Street

- Boston, Massachusetts 02108

Douglas.Shallcross@state.ma.us
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As to‘the State of New Hampshire:

Director, Air Resources Division

New Hampshire Department of Environmental Services
29 Hazen Dive

Concord, New Hampshire 03302-0095

As 1o the State of New Jersev:

Kevin P. Auerbacher

Section Chiefl

Environmental Enforcement Section
R.J. Hughes Justice Complex

25 Market Street

P.O. Box 093

Trenton, New Jersey 08625-0093

As to the State of New York:

Robert Rosenthal

Assistant Attorney General

New York State Attorney General's Office
The Capitol

Albany, New York 12224

As to the State of Rhode Island:

Tricia K. Jedele

Special Assistant Attorney General
150 South Main Street

Providence, RI 02903

(401) 274-4400, Ext. 2400
tiedele@riag.ri.gov

As to the State of Vermont:

Environmental Division

Office of the Attorney General
109 State Street ‘
Montpelier, Vermont 03609-1001

and
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Director

Air Pollution Control Division

Department of Environmental Conservation
Agency of Natural Resources

Building 3 South

103 South Main Street

Waterbury, Vermont 05671-0402

As to the Citizen Plaintiffs:

Nanecy S. Marks

Natural Resources Defense Council, Inc.
40 West 20ih Street

New York, New York 10011

(212) 727-4414

nmarks@nrdc.org

and

Albert F. Ettinger :
Environmental Law and Policy Center
35 East Wacker Dr. Suijte 1300
Chicago, Hlinois 60601-2110

(312) 673-6500

aettinger@elpc.org

As to Defendants:

Vice President, Environmental Services
American Electric Power Service Corporation
| Riverside Plaza

Columbus, OIT 43215
jmmemanus@aep.com

and

General Counsel
American Electric Power
1 Riverside Plaza
Columbus, OH 43215
jbkeanc@aep.com
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189.  All notifications, communications, or submissions made pursuant to this Section

shall be sent as follows: (a) by overnight mail or overnight delivery service to the United States;
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and (b) by electronic mail to all Plaintiffs, if practicable, but if not practicablé, then(by 0§ernig1n
mail or overnight delivery service to the States and Citizen Plaintiffs. All notifications,
communications, and transmissions sent by overnight delivery service shall be deemed submitted
on the date they are delivered to the delivery service.

190.  Any Party may change either the notice recipient or the address for providing
notices to it by serving all other Parties with a notice setting forth such new notice recipient or
~ address.

XIX. SALES OR TRANSFERS OF OPERATIONAL OR QWNERSITIP INTERESTS

191.  If Defendants propose to sell or transfer an Operational or Ownership Interest to
an entity unrelated to Defendants (“Third Party™), they shall advise the Third Party in writing of
the existence of this Consent Decree prior to such sale or transfer, and shall send a copy of such
written notification to the Plaintiffs pursuant to Section XVIIT (Notices) of this Consent Decree
at least sixty (60) days before such proposed sale or transfer.

192, No sale or transfer of an Operational or Ownership Interest shall take place before
the Third Party and Plaintiffs have executed, and the Court has approved, a modification
pursuant to Section XXIT (Modification) of this Consent Decree making the Third Party a party
to this Consent Decree and jointly and severally liable with Defendants for all the requircments
of this Decree that may be applicable to the transferred or purchased Interests.

193.  This Consent Decree shall not be construed to impede the transfer of any Interests
between Defendants and any Third Party so long as the requirements of this Consent Dccree are
met. This Consent Decree shall not be construed to prohibit a contractual allocation — as

between Defendants and any Third Party — of the burdens of compliance with this Decree,

74




-~

Exhibit JMM-1
Page 79 of 121

provided that both Dcfeﬁdants and such Third Party shall remain jointly and severally liable for
the obligations of the Consent Decree applicable to the transferred or purchased Interests,

194. If the Plaintiffs agree, the Plaintiffs, Defendants, and the Third Party that has
become a party to this Consent Decree pursuant to Paragraph 192, may exccute a modification
that relieves Defendants of liability under this Consent Decree for, and makes the Third Party
liable for, all obligations and liabilities applicable to the purchased or transferred Interests.
Notwithstanding the foregoing, however, Defendants may not assign, and may not be released
from, any obligation under this Consent Decree that is not specific to the purchased or
transferred Interests, including the obligations set forth in Section VIII (Environmental
Mitigation Projects), Paragraphs 86 and 67, and Section IX (Civil Penalty).

195.  Defendants may propose and Plaintiffs may agree to restrict the scope of joint and
several liability of any purchaser or transferee for ﬁny AEP Bastern System obligations to the
extent such obligations may be adequately separated in an enforceable manner using the methods
provided by or approved under Section XVI (Permits).

196.  Paragraphs 191-195 of this Consent Decree dé not apply if an Interest is sold or
tranéferred solely as collaferal security in order to consummate a financing arrangement (not
including a sale-leaseback), so long as Defendants: (a) remain the operator (as that term is used

and interpreted under the Clean Air Act) of the subject AEP Eastern System Unit(s); (b) remain
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subject to and Hable for all obligations and liabilities of this Consent Decree; and (c) supply
Plaintiffs with the following certification within thirty (30) days of the sale or iransfer:

“Certification of Change jn Ownership Interest Solely for Purpose of Consummating
Financing. We, the Chief Executive Officer and General Counsel of American Electric
Power (“AEP™), hereby jointly certify under Title 18 L1.S.C. Scction 1001, on our own
behalf and on behalf of AEP, that any change in AEP’s Ownership Interest in any AEP
Eastern System Unit that is caused by the sale or transfer as collateral security of such
Ownership Interest in such Unit(s) pursuant to the financing agreement consummated on
[insert applicable date] between AEP and |insert applicable entity]: a) is made solely for
the purpose of providing collateral security in order to consummate a financing
arrangement; b) does not impair AEP’s ability, legally or otherwise, to comply timely
with all terms and provisions of the Consent Decree entered in United States, et al. v.
American Electric Power Service Corp., et al., Civil Action No. C2-99-1250 (*AEP [7)
and United States, et al, v. American Eleciric Power Service Corp,, et al., Civil Action
Nos. C2-04-1098 and C2-05-360 (“ATP II™); ¢) does not affect AEP’s operational control
of any Unit covered by that Consent Decree in a manner that is inconsistent with AEP’s
performance of its obligations under the Consent Decree; and d) in no way affects the
status of AEP’s obligations or liabilities under that Consent Decree.”

XX. CFFECTIVE DATE

197.  The effective date of this Consent Decree shall be the Date of Entry.

XX1. RETENTION OF JURISDICTION

198.  The Court shall retain jurisdiction of this case after the Date of Entry of this
Consent Decree to enforce compliance with the terms and conditions of this Consent Decree and
to take any action necessary or appropriate for its interpretation, construcﬁoh, execﬂtion;
modification, or adjudication of disputes. During the term of this Consent Decree, any Party to
this Consent Decree may apply to the Court for any relief necessary to construe or effectuate this

Consent Decree.
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XXII. MODIFICATION

199. The terms of this Consent Decree may be modified only by a subsequent written
agreement signed by the Plaintiffs and Defendants. Where the modification constitutesa
material change to any term of this Decree, it shall be effective only upon approval by the Court.

XXII. GENERAL PROVISIONS

200. This Consent Decree is not a permit. Compliance with the terms of this Consent
Decree does not guarantee compliance with all applicable federal, state, or local laws or
regulations. The limitations and requirements set forth herein do not relieve Defendants from
any obligation to comply with other state and federal requirements under the Clean Air Act at
any Units covered by this Consent Decree, including the Defendants® obligation to satisfy any
state modeling requirements set forth in a state implementation plan,

201.  This Consent Deeree does not apply to any claim(s) of alleged criminal liability.

202, Inany subsequent administrative or judicial action initiated by any of the
Plaintiffs for injunctive relief or civil penalties relating to the facilities covered by this Consent
Decree, Defendants shall not assert any defense or claim based upon principles of waiver,
res judicata, collateral estoppel, issue preclusion, claim preclusion, or claim splitting, or any
other defense based upon the contention that the claims raised by any of the Plaintiffs in the
subsequent proceeding were brought, or should have been brought, in the instant case; provided,
however, that nothing in this Paragraph affects the validity of Paragraphs Paragraph 132 and
133, subject to Paragraphs 134 through 138, or Paragraphs 139 and 141.

203. Except as specifically provided by this Consént Decree, nothing in this Consent
Decree shall relieve Defendants of their obligation to comply with all applicable federal, state,

and local laws and regulations. Subject to the provisions in Section X (Resolution of Civil
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Clailﬁs Against Defendamsj, nothing contained in this Consent Decree shall be construed ‘to
preven"t or limit the rights of the Plaintiffs to obtain penalties or injunctive relief under the Act or
other federal, state, or local statutes, regulations, or permits.
204. Atany time prior to termination of this Consent Decree, Defendants may request
approval from Plaintiffs to implement other control technology for SO; or NOy than what is
-' required by this Consent Decreé. In sccking such approval, Defendants must demonstrate that
~ such alternative control technology is capable of achieving pollution reductions equivalent to an
FGD (for SO;) or SCR (for NO,) at the Units in the AEP Eastern System at which Defendants
seek approval to impkment such other control technology for SO, or NOy. Approval of such a
request is solely at the discretion of the Plaintiffs,

205. Nothing in this Consent Decree is intended to, or shall, alter or waive any
applicable law (including but not limited to any defenses, entitlements, challenges, or
clarifications related to the Credible Evidence Rule, 62 Fed. Reg. 8314 (Feb. 24, 1997))
conceming the use of data for any purpose under the Act generated either by the reference
methods specified herein or otherwise.

206. Each limit and/or other requirement cstablished by or under this Consent Deci‘ee

isa sépaféte, indeﬁeﬁdent requirement. |

207, Performancc standards, emissions limits, and other §Uantitative standards set by
or under this Consent Decree must be met to the number of significant digits in which the
standard or limit is expressed. For example, an Emission Rate of 0.100 is not met if the actual
Em‘issibn Rate is 0.101. Defendants shall round the fourth signiﬁéant digit to the nearest third
significant digit, or the third significant digit to the nearest second significant digit, depending

upon whether the limit is expressed to three or two significant digits. For example, if an actual
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Emission Rate is 0.1004, that shall be reported as 0.100, and shall be in compliance with an '
Emission Rate of 0.100, and if an actual Emission Rate is 0.1005, that shall be reported as 0.101,
and shall not be in compliance with an Emission Rate of 0.100. Defendants shall report data to
the number of significant digits in which the standard or limit is expressed.

208. This Consent Decree does not limit, enlarge, or affect the rights of any Party to
this Consent Decree as against any third parties.

209. This Consent Decree constitutes the final, comple‘te‘, and ’exclusive agreement and
uﬁderstanding among the Parties with respect to the settlement embodied in this Consent Decree,
and supersedes all prior agreements and understandings among the Parties related to the subject
matter herein. No document, representation, inducement, agreement, understanding, or promise
constitutes any part of this Consent Decree or the settlement it represents, nor shall they be used
in construing the terms of this Consent Decree.

210.  Except for Citizen Plaintiffs, each Party to this action shall bear its own costs and
attorneys’ fees. Defendants shall reimburse the Citizen Plaintiffs’ attorneys” fees and costs,
pursuant to 42 U.S.C. § 7604(d), and the agreement between counsel for Defendants and Citizen
Plaintiffs within thirty (30) days of the Date of Entry of this Consent Decree.

XXIV. SIGNATORIES AND SERVICE

211. Each undersigned representative of the Parties certifies that he or she is fully
authorized to enter into the terms and conditions of this Consent Decree and to execute and
legally bind to this document the Party he or she represents.

212. This Cohsent Decree may be signed in counterparts, and such counterpart |

signature pages shall be given full force and effect.
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213.  Each Party héreby ‘agrees to accept service of process by mail with respect to all

" matters arising under or relating to this Consent Decree and to waive the formal service

requirements set forth in Rule 4 of the Federal Rules of Civil Procedure and any applicable Local
Rules of this Court including, but not limited to, service of a summons.

XXV. PUBLIC COMMENT

214. The Parties agree and acknowledge that final approval by the United States and
the entry of this Consent Decree is subject to the procedures of 28 C.F.R. § 50.7, which provides
for notice of lodging of this Consent Decrce in the Federal Register, an opportunity for public
comment, and the right of the United States to withdraw or withhold consent if the comments |
disclose facts or considerations which indicate that the Consent Decree is inappropriate,
improper, or inadequate. The Defendants shall not oppose entry of this Consent Decree by this
Court or challenge any provision of this Consent Decree unless the United States has notified the
Defendants, in writing, that the United States no ionger suppof’ts entry of the Conéent Decree. -

XXVI. CONDITIONAL TERMINATION OF ENFORCEMENT UNDER DECREE

215. Termination as to Completed Tasks. As soon as Defendants complete a
construction project or any other requirement of this Consent Decree that is 1ot ongoing or
recurring, Defendants may, by motion to this Court, seek termination of the provision or
provisions of this Consent Decree that imposed the requirement.

216.  Conditional Termination of Enforcement Through the Consent Decree. After
Defendants:

a. have successfully completed constructibn, and have maintained
Continuous Operation, of all pollution controls as required by this Consent

Decree;
' 80




Exhibit JMM-1
Page 85 of 121

Case 2:99-cv-01250-EAS-TPK  Document 363  Filed 10/09/2007 Page 85 of 121

b. have obtained final Title V permits (i) as required by the terms of this
Consent Decree; (i1) that cover all Units in this Consent Decree; and (iii)
that include as enforceable permit terims all of the Unit performance and
other requirements specified in this Consent Decree; and
c. certify that the date is later than December 31, 2022;
then Defendants may so certify these facts to the Plaintiffs and this Court. If the Plaintiffs do not
object in writing with specific reasons within forty-five (45) days of receipt of Defendants’
certification, then, for any Consent Decree violations that occur after the filing of notice, the . k
Plaintiﬁ's shall pursue enforcement of the requirements contained in the Title V permit through
the applicable Title V permit and not through this Consent Decree.
217. Resort to Enforcement under this Consent Decree. Notwithstanding Paragraph
216, if enforcement of a provision in this Consent Decree cannot be pursued by a Party under the
applicable Title V permit, or if a Consent Decree requirement was intended to be part of a Title
V Permit and did not become or remain part of such permit, then such requirement may be

enforced under the terms of this Consent Decree at any time.
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XXVIL FINAL JUDGMENT
218. Upon approval and entry of this Consent Decree by the Court, this Consent Decree

shall constitute a final judgment among the Parties,

ITIS SO ORDERED, this _ [0th _ day of December, 2007.

<

EDMUND ASSARGUS, IR,
UNITE TES DISTRICT JUDGE
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Signature Page for Consent Decree in:
United States et al.
LA

American Eleetric Power Service Corp., et dl.

FOR THE UNITED STATES:

wrj L ) e :
Tx,"{&/({ (// ) ""_;ﬁ_k')‘ﬂ‘/{?‘m/\/‘

RONALD J. TENPAS

Acting Assistant Altorney General

Environmental and Natural Resources Division
United States Department of Justice

W. BENJA;I(IN FISHEROW
Deputy Chiel )
Envxronmcnta} bpforcemcnt Sucnon

ép /{/ e 5/-,5%

s

HILIP A. @Rom\s -
Counsel to the Chief

C?r%fvﬂ*”

JUSTIN A. SAVAGE~

THOMAS A. MARIANI

Assistant Chief

JAMES A, LOFTON

Senior Counsel

MARC BORODIN

JENNIFER A. LUKAS-TACKSON

THOMAS A, BENSON

KATHERINE L. VANDERHOOK
DEBQORAH BEHIES

MYLES E FLINT, II

Trial Atlorneys

LESLIE B. BELLAS ‘

By Special Appointment as a Department of Justice
Altomey

Environmental Enforcement Section
Environmental and Natural Rescurces Division
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Signature Page for Consent Decree in:

United States of America
' v,
American Electric Power Service Corp , et al.

FOR THE UNITED STATES OF AMERICA:

S

GREGHR

7
RY G. LOCKHMART
United States Attorney
Southern District of Ohio

(

\

"MARK D' ALESSANDRO
Assistant United States Attorney
Southern District of Ohio
United States Department of Justice
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Signature Page for Consent Decree in:

'~ FOR THE UNITED STATES:

U U - e 0

United States et al.
v,

American Electric Power Service Corp., et al.

G Y sy

GRANTA Y. NAKAYAMA

Assistant Administrator v o
Office of Enforcement and Compliance Assurance
United States Environmental Protection Agency

WALKER B. SMITH \
Director, Office of Civil Enforcement
Office of Enforcement and Compliance Assurance

United States Environmental Protection Agency

A b Kl

ADAM M. KUSHNER

Acting Director, Air Enforcement Division

Office of Enforcement and Compliance Assurance
United States Environmental Protection Agency

//M< QW

ILANA S. SALTZBART _’
EDWARD MESSINA ’
Attorney-Advisor
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Signature Page for Consent Decree in

United States et al.
v,
American Electric Power Service Corp., ef al,

MARY A. GADE

Regional Administrator

Region 5

U.S. Environmental Protection Agency

/j//l/;iv) /ZT)— Jw, ae uim

ROBERT A. KAPLAN

Regional Counscl

Region 3

U.S. Environmental Protection Agency

’/?f Lef/ /’{//QJ#\ L
[EPHEN J:OTHBLMT i
for
Adr and Radiation Dwrsmn
Regton 5
U.S. Environmental Protection Agency

////«—w—

SABRINA ARGENTIERI

Associate Regional Counsel

Region 5

(J.5. Environmental Protection Agency

C
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Sigﬁature Page for Consent Decree in:

United States et al,
v.
American Eleciric Power Service Corp., et al.

DONALD S. WELSH

Regional Administrator
U.S. EPA Region ITI

5 WILLIAM C. EARLY

Regional Counsel
U.S. EPA Region IIT

@(TMM A Whilie

DONNA L. MASTRO
Senior Assistant Regional Counsel
U.8. EPA Region III

Hhaafog ,Xm

DOUGLASJ. SNYDER 7
Senior Assistant Regional Counsel
U.S. EPA Region III
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United States ef dal.

v,
American Eleciric Power Service Corp., et al.

FOR THE STATE OF CONNECTICUT:
RICHARD BLUMENTHAL
Attorney General

ssistant Attorney General
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United States et al.
V.
American Electric Power Service Corp., et al,

FOR THE STATE OF MARYLAND:

%ﬂd 7 ij_—.
SHARIT. WILSON, Secretary
Maryland Department of the Environment

1800 Washington Blvd.
- Baltimore, Maryland 21230

DOUGLAS F. GANSLER
Attorney General of Marylan

MATTHEW ZIMME A
Assistant Attorney Geperal
Office of the Attorney General
1800 Washington Blvd,
Baltimore, Maryland 21230
410-537-3452
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United States et al,

A
American Electric Power Service Corp., et al.

FOR THE COMMONWEALTH OF MASSACHUSETTS:

MARTHA COAKLEY
ATTORNEY GENERAL

| 7

FREDERICK D. AUGENSTERN /
Assistant Attorney General
Environmental Protection Division
1 Ashburton Place, 18th Floor
Boston, Massachusetts 02108

(617) 727-2200 ext. 2427
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United States et ol,
V.
American Electric Power Service Corp., et al.

FOR THE STATE OF NEW HAMPSHIRE:

27 2) Swih,
- MAUREEN D, SMITH
Senior Assistant Attorney General
33 Capitol Street
Concord, New Hampshire 03301

)’ o~
S gl
K. ALLEN BROOKS
Agsistant Attorney General
33 Capitol Street
Concord, New Hampshire 03301
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United States et al,

v,
American Electric Power Service Corp., et al.

FOR THE STATE OF NEW JERSEY:

Very Truly Yours,

ANNE MILGRAM
ATTORNEY GENERAL OF NEW JERSEY

v /}l‘k@ﬂ/w‘g__

c::ﬁbn C. Martin
Deputy Attorney General
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United States el al.

.
American Eleciric Power Service Corp., et al.

FOR THE STATE OF NEW YORK:

ANDREW M. CUOMO
Attorney General

KATHERINE KENNEDY P
Special Deputy Attorney General

for Environmental Protection

ROBERT ROSENTHAL
MICHAEL J. MYERS

Assistant Attomeys General
Environmental Protection Bureau
The Capitol

Albany, New York 12224

(518) 402-2260

Of counsel
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United States et al.

V.
American Electric Power Service Corp., et al.

FOR THE STATE OF RHODE ISLAND:

Spemal Assistant Attorney General
150 South Main Street
Providence, Rhode Island 02903
Of counsel
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Urited States, et al.
v.
American Electric Power Service Corp., et al.

FOR THE STATE OF VERMONT:

)

WILLIAM H. SORRELL
ATTORNEY GENERAL
STATE OF VERMONT

A [~

ZKEVIN O. LESKE
ERICK TITRUD
Assistant Attorneys General
Environmental Division
109 State Street
Montpelier, VT 05609-1001
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- United States et al.
: : 12
American Electric Power Service Corp., ef al.

FOR CITIZEN PLAINTIFFS:

‘/\CM’LCM SN oK S
NANCY 8. MWRKS :
Natural Resoutces Defense Council, Inc.
40 West 20th Street
New York, New York 10011
(212) 727-4414

For Citizen Plaintiffs Sierra Club and
Natural Resources Defense Coungil, Inc.
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United States et al.

V.

American Electric Power Service Corp., et al.

FOR CITIZEN PLAINTIFFS:

Wt B

ALBERT F. ETTINGER
Environmental Law & Policy Center
35 East Wacker Drive, Suite 1300
Chicago, Ilinois 60601-2110

For Citizen Plaintiffs Ohio Citizen Action,
CitizensAction Coalition of Indiana,
Hoosier Environmental Council,

Ohio Valley Environmental Coalition,
West Virginia Environmental Council,
Clean Air Council,

Izaak Walton League of America,

United States Public Interest Research Group,
National Wildlife Federation,

Indiana Wildlife Federation

and League of Chio Sportsmen
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United States et al.

V.
American Eleciric Power Service Corp., et al,

FOR CITIZEN PLAINTIFFS:

LS, Ohio Bar #0007979
Schottenstein, Zox & Dunn Co., LPA
P.O. Box 165020
Columbus, Ohio 43216-5020
{614) 462-5021

Local Counsel for Sierra Club and

Natural Resources Defense Council, Inc. Ohio Citizen {
Action, Citizens Action Coalition of Indiana, Hoosier
EnvironmentalCouncil, Ohio Valley

Environmental Coalition, West Virginia

Environmental Council, Ciean Air Council,

Izaak Walton Leaguc of America, United States
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APPENDIX A
ENVIRONMENTAL MITIGATION PROJECTS

In compliance with and in addition to the requirements in Section VIIT of this Consent
Decree (Environmental Mitigation Projects), Defendants shall comply with the requirements of
this Appendix to ensure that the benefits of the $36 million in federally directed Environmental
Mitigation Projects are achieved.

L National Parks Mitigation

Al

Within 45 days from the Date of Entry, Defendants shall pay to the National Park
Service the sum of $2 million to be used in accordance with the Park System
Resource Protection Act, 16 U.S.C. § 19jj, for the restoration of land, watersheds,
vegetation, and forests using adaptive management techniques designed to
improve ecosystem health and mitigate harmful effects from air pollution. This
may include reforestation or restoration of native species and acquisition of
equivalent resources and support for collaborative initiatives with state and local
agencies and other stakeholders to develop plans to assure resource protection
over the long-term. Projects will focus on one or more of the following Class |
arcas alleged in the under}ying action to have been injured by emissions from
Defendants facilities: Shenandoah National Park, Mammoth Cave National Park,
and Great Smoky Mountains National Park.

Payment of the amount specified in the preceding paragraph shall be made to the
Natural Resource Damage and Assessment Fund managed by the United States
Department of the Interior. Instructions for transferring funds will be provided to
the Defendants by the National Park Service. Notwithstanding Section LA of this
Appendix, payment of funds by Defendants is not due until ten (10) days after
receipt of payment instructions.

Upon payment of the required funds into the Natural Resource Damage and
Assessment Fund, Defendants shall have no {urther responsibilities regarding the
implementation of any project selected by the National Park Service in
connection with this provision of the Consent Decree.

. Overall Environmental Mitigation Project Schedule ahd Budget

A.

Within 120 days of the Date of Entry, as further described below, Defendants
shall submit plans to EPA for review and approval for completing the remaining
$34 million in federally dirccted Environmental Mitigation Projects specified in
this Appendix over a period of not more than five (3) vears from the Date of
Entry. EPA will consult with the Citizen Plaintiffs, through their counsel, prior to
approving or commenting on any proposed plan. The Partics agree that
Defendants are entitled to spread their payments for Environmental Mitigation
Projects evenly over the five-year period commencing upon the Date of Entry.
Defendants are not, however, precluded from accelerating payments to better
effectuate a proposed mitigation plan, provided however, Defendants shall not be

1
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IIL.

entitled to any reduction in the nominal amount of the required payments by
virtue of the early expenditures. EPA may, but is not required 10, approve a
proposed Project budget that results in a back-loading of some expenditures.
EPA shall determine prior to approval that all Projects are consistent with federal
law.

B. Defendants may, at their election, consolidate the plans required by this Appendix
into a single plan.

C. In addition to the requirements set forth below, Defendants shall submit within
120 days of the Date of Entry, a summary-level budget and Project time-line that
covers all of the Projects proposcd.

D. Beginning March 31, 2008, and continuing on March 31 of each year thereafter
until completion of each Project (including any applicable periods of
demonstration or testing), Defendants shall provide the United States and Citizen
Plaintiffs with written reports detailing the progress of each Project, including
Project Dollars.

E. Within 60 days following the completion of each Project required under
Appendix A, Defendants shall submit to the United States and Citizen Plaintiffs a
report that documents the date that the Project was completed, the results of
implementing the Project, including the emission reductions or other
environmental benefits achieved, and the Project Dollars expended by Defendants
in implementing the Project.

F.  Upon approval of the plans required by this Appendix by EPA, Defendants shall
complete the Environmental Mitigation Projects according to the approved plans.
Nothing in this Consent Decree shall be interpreted to prohibit Defendants from
completing Environmental Mitigation Projects before the deadlines specified in
the schedule of an approved plan,

Acquisition and Restoration of Ecologically Significant Areas in Indiana, Kentucky,
North Carolina, Ohio, Pennsylvania, Virginia, and West Virginia

A. Within 120 days of the Date of Entry, and on each anniversary of the initial
submission for the following four (4) years, Defendants shall submit a plan to
EPA for review and approval, in consultation with the Citizen Plaintiffs, for
acquisition and/or restoration of ecologically significant aregs in Indiana,
Kentucky, North Carolina, Ohio, Pennsylvania, Virginia, and West Virginia
(“Land Acquisition and Restoration™), Detfendants shall spend no less than a wotal
of $10 million in Project Dollars on Land Acquisition and Restoration over the
five year period provided under this Appendix for completion of federally
directed Environmental Mitigation Projects.
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' B. Defendants’ proposed plan shall:

1. Describe the proposed Land Acquisition and Restoration projects in
sufficient detail to allow the reader to ascertain how each proposed action
meets the requirements set out below. For purposes of this Appendix and
Section VIII (Environmental Mitigation Projects) of this Conscnt Decree,
land acquisition means purchase of interests in land, including fee
ownership, eascments, or other restrictions that run with the land that
provide for perpetual protection of the acquired land. Restoration may
include, by way of illustration, direct reforestation (particularly of tree
species that may be affected by acidic deposition) and soil enhancement.
Any restoration action must also incorporate the acquisition of an interest
in the restored lands sufficient to ensure perpetual protection of the
restored land. Any proposal for acquisition of land must identify fully all
owners of the intercsts in the land. Every proposal for acquisition of land
must identify the ultimate holder of the interests to be acquired and
provide a basis for concluding that the proposed holder of title is
appropriate for long-term protection of the ecological or environmental
benefits sought to be achieved through the acquisition.

2. Describe generally the ecological significance of the area to be acquired or
restored. In particular, identify the environmental/ecological benefits
expected as a result of the proposed action. In proposing areas for
acquisition and restoration, Dcfendants shall focus on those areas that are i
in most need of conservation action or that promise the greatest
conservation return on investment.

3. Describe the expected cost of the Land Acquisition and Restoration,
including the fair market value of any areas to be acquired. '

4. Identify any person or entity other than Defendants that will be involved
in the land acquisition or restoration action. Defendants shall describe the
third-party’s role in the action and the basis for asserting that such entity is
able and suited to perform the intended role. For purposes of this Section
of the Appendix, third-parties shall only include non-profits; federal, state,
and local agencies; or universities. Any proposed third-party must be
legally authorized to perform the proposed action or to receive Project

Dollars.
5. Include a schedule for completing and funding each portion of the project.
C. Performance - Upon approval of the plan by EPA, after consultation with the

Citizen Plaintiffs, Defendants shall complete the Land Acquisition and
Restoration project according to the approved plan and schedule.
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IV.  Nitrogen Impact Mitigation in the Chesapeake Bay

A.

Within 120 days of Date of Entry, Defendants shall submit a plan to EPA for
review and approval, in consultation with the Citizen Plaintiffs, for the mitigation
of adverse impacts on the Chesapeake Bay associated with nitrogen (“Chesapeake
Bay Mitigation Project™). Defendants shall spend no less than a total of $3
million in Project Dollars on the Chesapeake Bay Mitigation Project.

Defendant’s proposed plan shall:

L.

5.

Describe proposed Project(s) that reduce nitrogen loading in the
Chesapeake Bay or otherwise mitigate the adverse effects of nitrogen in
the Chesapeake Bay. Projects that may be approved include, by way of
illustration, creation of forested stream buffers on agricultural land or
other land cover to establish a “buffer zone™ to keep livestock out of the
adjoining waterway and to filter runoff before it enters the waterway.

Describe generally the expected environmental benefit of the proposed
Chesapeake Bay Mitigation Project. The key criteria for selection of
components of the Project are the magnitude of the expected
ecological/environmental benefit(s) in relation to the cost and the relative
permanence of the expected benefit(s). Expected loadings benefits should
be quantified to the extent practicable.

Describe the expected cost of each element of the Chesapeake Bay
Mitigation Project, including the fair market value of any interests in land
to be acquired.

Identify any person or entity other than Defendants that will be involved
in any aspect of the Chesapeake Bay Mitigation Project. Defendants shall
deseribe the third-party’s role in the action and the basis for asscrting that
such entity is able and suited to perform the intended role. For purposes
of this Section of the Appendix, third-partics shall only include non-
profits; fedcral, state, and local agencies; or universities. Any proposed
third-party must be legally authorized to perform the proposed action or to
receive Project Dollars.

Include a schedule for completing and funding each portion of the Project.

Performance - Upon approval of the plan for Chesapeake Bay Mitigation by EPA,
Defendants shall complete the Project according to the approved plan and
schedule.
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V. Mobile Source Emission Reduction Projects

A,

Within 120 days of the Date of Entry, Defendants shall submit a plan to EPA for
review and approval, in consultation with the Citizen PlaintifTs, for the
completion of Projects to reduce emissions from Defendants’ fleet of barge
tugboats on the Ohio River, diesel trains at or near power plants, Defendants’
fleet of motor vehicles in certain castern states, and/or truck stops in certain
eastern states (“*Mobile Source Projects™). Defendants shall spend no less than a
total of $21 million in Project Dollars on one or more of the three Mobile Source
Projects specified in this Section, in accordance with the plans for such Projects
approved by FPA, after consultation with the Citizen Plaintiffs. The key criteria
for selection of components of the Mobile Source Projects are the magnitude of
the expected environmental benefit(s) in relation to the cost,

Diesel Tug/Train Project

1. Defendants are among the leading barge operators in the country, with
operations on the Ohio River, the Mississippi River, and the Gulf Coast.
Barges are propelled by tugboats, which generally use a type of marine
diesel fuel known as No. 2 distillate fuel oil. Tugboats that switch to
ultra-low sulfur diesel fuel (“ULSD™) reduce emissions of NOy, PM,
volatile organic compounds (“VOUCs™), and other air pollutants. All
marine diesel fuel must be ULSD by June 1, 2012, pursuant to EPA’s
Nonroad Diesel Rule (see “Control of Emissions of Air Pollution from
Nonroad Diesel Engines and Fucls; Final Rule,” 69 Fed. Reg. 38,958
(June 29, 2004)). Defendants also receive coal by diesel trains.

2, As part of the plan for Mobile Source Projects, Defendants may elect to
achieve accelerated emission reductions from their tugboat fleet on the
Ohio River (“Ohio River Tug Fleet”) and/or their dicsel powered trains
used at or near their power plants, as one of the three possible mobile
source Projects under this Consent Decree (“Diesel Tug/Train Projcet™).

3. The Diesel Tug/Train Project shall require one or more of the following:
a. The accelerated retrofitting or re-powering of Tugs with engines

that require the use of ULSD. Selection of this Project is expressly
conditioned upon identification of satisfactory technology and an
agreement between EPA and Defendants on how 1o credit Project
Dollars towards this project,

b. The retrofitting or repowering of the marine engines in the Ohio
River Tug Fleet with diesel oxidation catalysts (“DOCs™), diesel
particulate filters ("DPFs”), or other equivalent advanced
technologies that reduce emissions of PM and VOCs from marine
engines in tugboats (collectively “DOC/DPFs™). Defendants shall
only install DOCs/DPFs that have reccived applicable approvals or

5
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verifications, if any, from the relevant regulatory agencies for
reducing emissions from tugboat engines. Defendants must
maintain any DOCs/DPT's installed as part of the Tug Project for
the useful life of the equipment (as defined in the proposed Plan),
even after the completion of the Tug Project. Project Dollars may
be spent on DOCs/DPFs within 3 years of the Date of Entry, in
accordance with the approved schedule for the mitigation projects
in this Appendix.

The accelerated use of ULSD for the Ohio River Tug Fleet, from
the Date of Entry through January 1, 2012. Notwithstanding any
other provision of this Consent Decree, including this Appendix,
Defendants shall only receive credit for the incremental cost of
UILSD as compared to the cost of the fuel Defendants would
otherwise utilize.

Emission reduction measures for diesel powered trains. Such
measures may include retro-fitting with, or conversion to, Multiple
Diesel Engine GenSets that are EPA Tier TTT Off-Road certified;
Diesel Electric Hybrid; Anti-idling controls/strategies and Auio
Shut-Off capabilities. Selection of this Project is expressly
conditioned upon identification of satisfactory technology and an
agreement between EPA and Defendants on how to credit Project
Dollars towards this project.

4. The proposed plan for the Diesel Tug/Train Project shall:

a.

Describe the expected cost of the project, including the costs for
any equipment, material, labor costs, and the proposed method for
accounting for the cost of each element of the Diesel Tug/Train
Project, including the incremental cost of ULSD.

Describe generally the expected environmental benefit of the
project, including any expected fuel efficiency improvements and
quantify emission reductions cxpected.

Include a schedule for completing each portion of the Diesel
Tug/Train Project.

5. Performance - Upon approval of the Diesel Tug/Train Project plan by
EPA, Defendants shall complete the project according to the approved
plan and schedule.
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C. Hybrid Vehicle Fleet Project ' I ; {

L. AEP has a flect of approximately 11,000 motor vehicles in the eleven
states where it operates, including vehicles in Indiana, Ohio, Michigan,
Virginia, West Virginia, and Kentucky. These motor vehicles are
generally powered by conventional dicsel or gasoline engines and include
vehicles such as diesel “bucket” trucks. The usc of hybrid engine
technologics in Defendants” motor vehicles, such as diesel-electric
engines, will improve fuel efficiency and reduce emissions of NOy, PM,
VOCs, and other air pollutants.

2, As part of the plan for Mobile Source Projects, Defendants may elect to
spend Project Dollars on the replacement of conventional motor vehicles
in their fleet with newly manufactured Hybrid Vehicles (“Hybrid Vehicle
Flect Project™).

3. The proposed plan for the Hybrid Vehicle Fleet Project shall:

8. Propose the replacement of conventional gasoline or diesel
powered motor vehicles (such as bucket trucks) with Hybrid
Vehicles. For purposes of this subsection of this Appendix,
“Hybrid Vehicle” means a vehicle that can generate and utilize
electric power to reduce the vehicle’s consumption of fossil fuel.
Any Hybrid Vehicle proposed for inclusion in the Iybrid Fleet
Project shall meet all applicable engine standards, certifications,
and/or verilications.

e

b. Provide for Hybrid Vehicles replacement in that portion of
Defendants’ fleet in Indiana, Ohio, Michigan, West Virginia,
Virginia, and/or Kentucky. Notwithstanding any other provision
of this Consent Decree, including this Appendix, Defendants shall
only receive credit toward Project Dollars for the incremental cost
of Hybrid Vehicles as compared to the cost of a newly
manufactured, similar motor vehicle.

c. Prioritize the replacement of diesel-powered vehicles in
Defendants’ fleet.

d. Provide a method to account for the costs of the Hybrid Vehicles,
including the incremental costs of such vehicles as compared (o

conventional gasoline or dicsel motor vehicles.

e. Certify that Defendants will use the Hybrid Vehicles for their
uscful life (as defined in the proposed plan).

f. Include a schedule for completing each portion of the Project.
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g Describe generally the expected environmental benefits of the
Project, including any fuel efficiency improvements, and gquantify
emission rcductions expected.

Performance - Upon approval by EPA of the plan for the Hybrid Vehicle
Fleet Project, after consultation with the Citizen Plaintitfs, Defendants
shall complete the Project according to the approved plan.

D. Truck Stop Electrification

L.

Long-haul truck drivers typically idle their engines at night at rest areas to
supply heat or cooling in their sleeper cab compartments, and to maintain
vehicle battery charge while electrical appliances such as televisions,
computers, and microwaves are in use. Modifications to rest arcas to
provide parking spaces with electrical power, heat, and air conditioning
will allow truck drivers to turn their engines off. Truck stop electrification
reduces idling time and therefore reduces diesel fuel usage, and thus
reduces emissions of PM, NO_, and VOCs.

As part of the plan for Mobile Source Projects, Defendants may elect to
achieve emission reductions by truck stop electrification, which shall
include, where necessary, techniques and infrastructure needed to support
such a program (*Truck Stop Electrification Project™).

The proposed plan for the Truck Stop Electrification Project shall:

a. Identify truck stops in one or more of the following States for
Electrification: Ohio, Indiana, Kentucky, North Carolina,
Pennsylvania, West Virginia, and Virginia. EPA may give
preference to electrification Projects that are co-located, if
possible, along the same transportation corridor.

b. Describe the level of expected usage of the planned electrification
facilities, air quality in the vicinity of the proposed Projects,
proximity of the proposed Project to population centers, and
whether the owner or some other enlity is willing to pay for some

* portion of the work.

c. Provide for the construction of truck stop electrification stations
with established technologies and equipment.

d. Account for hardware procurement and installation costs at the
recipient truck stops, ) '

e. Include a schedule for completing each portion of the Project.
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f. Describe generally the expected environmental benefits of the
Project and quantify emission reductions expected.

4. Performance - Upon approval of the plan for the Truck Stop
Electrification Project by EPA, after consuitation with the Citizen
Plaintiffs, Defendants shall complete the Project according to the
approved plan.
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APPENDIX B
REPORTING REQUIREMENTS
L Annual Reporting Requirements

In accordance with the dates specified below, for periods on and after the Date of
Entry, Defendants shall submit annual reports to the United States, the States, and the
Citizen Plaintiffs, electronically and in hard copy, as required by Paragraph 143 and
certified as required by Paragraph 146. In such annual reports, Defendants shall include
the following information; :

A. Eastern System-Wide Annual Tonnage Limitations for §0; and NOy

Beginning on March 31, 2010, for the Eastern System-Wide Annual Tonnage
Limitations for NOy, and March 31, 2011, for the Eastern System-Wide Annual Tonnage
Limitations for SO, and annually thereafter, Defendants shall report the following
information: (a) the total actual annual tons of the pollutant emitted from cach Unit (or
for Units vented to a common stack, from each combined stack) within the AEP Eastern
System, as defined i Paragraph 7, during the prior calendar year; (b) the total actual
annual tons of the pollutant emitted from the AEP Eastern System during the prior
calendar year; (c) the difference, if any, between the applicable Eastern System-Wide
Annual Tonnage Limitation for the pollutant in that calendar year and the amount
reported in subparagraph (b); and (d) the annual average emission rate, expressed as a
I/ mmBTU for NOy, for each Unit within the AEP Eastern Systeni and for the entire AEP
Eastern System during the prior calendar year. Data reported pursuant to this subsection
shall be based upon the CEMS data submitted to the Clean Ajr Markets Division,

B. Plant-Wide Annual Rolling Average Tonnage Limitation for SO; at Clinch
River

Beginning on March 31, 2011, and continuing annually thereafter, Defendants
shall report: (a) the actual tons of SO; emitted from all Units at the Clinch River planton
an annual rolling average basis as defined in Paragraphs 47 and 88 for the prior calendar
year; and (b) the applicable Plant-Wide Annual Rolling Average Tonnage Limitation for
SO; at the Clinch River plant for the prior calendar vear. For calendar years other than
2010 and 2015, Defendants shall also report the 12-month rolling average emissions for
each month.

C. Plant-Wide Tonnage Limitation for SO; at Kammer

Beginning on March 31, 2011, and continuing annually thereafter, Defendants
shall report: (a) the actual tons of SO, cmitted trom all Units at the Kammer plant as
specified in Paragraph 48 for the prior calendar year; and (b) the Plant-Wide Tonnage
Limitation for SO; at the Kammer plant for that calendar year.
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D. Reporting Requirements for Excess NOy Allowances

1. Reporting Requirements for Unrestricted Excess NO, Allowances

Beginning on March 31, 2010, and continuing annually through March 31, 2016,
Defendants shall report the number of Unrestricted Exeess NOy Allowances available
each year between 2009 through 2015, and how or whether such allowances were used so
that Defendants account for each Unrestricted Excess NO. Allowance for each year
during 2009 through 2015. No later than March 31, 2016, Defendants shall report: (a) the
cumulative number of unused Unrestricted Excess NO, Allowances subject to surrender
pursuant to Paragraph 75 and calculated pursuant to Paragraph 74, and (b) the total
number of unused Unrestricted Excess NO, Allowances that they surrendered.

2. Reporting Requirements for Restricted Excess NO. Allowances

a. Beginning on March 31, 2010, and continuing annually through March 31,
2016, Defendants shall report: (a) the number of Restricted Excess NOx Allowances
available each year between 2009 through 2015; (b) the actual emissions from any New
and Newly Permitted Unit during each year; (c) the actual NOx emissions from the five
natural gas plants listed in Paragraph 76 during each year; (d) the amount, if any, of
Restricted Excess NOx Allowances that are not subject to surrender each year because of
Defendants’ investment in renewable cnergy as delined in Paragraph 77 and the data
supporting Defendants’ calculation; and (e) the difference between the cumulative total
of Restricted Excess NO, Allowances available from each year and any prior year and the
actual emissions reported under (b) and (c), above, for that year and any Restricted
Excess NOy Allowances not subject to surrender reported under (d). above. No later than
March 31, 2016, Defendants shall report: (a) the cumulative number of unused Restricted
Excess NOy Allowances subject to surrender calculated pursuant to Paragraphs 76 and
77, and (b) the total number of unused Restricted Excess NOx Allowances that they
surrendered.

b. No later than March 31, 2017, and continuing annually thereafter, Defendants
shali report: (a) the number of Restricted Excess NO, Allowances available in the prior
year; (b) the actual emissions from any New and Newly Permitted Unit during such year;
(c) the actual emissions from the five natural gas plants listed in Paragraph 76 during
such year; (d) the amount, if any, of Restricted Excess NO, Allowances that are not
subject to surrender for such ycar because of Defendants’ investment in renewable energy
as defined in Paragraph 77 and the data supporting Defendants’ calculation: (e) the
number of Restricted Excess NOy Allowances subject to surrender for such year
calculated pursuant to Paragraphs 76 and 77; and (f) the total number of unused
Restricted Excess NOy Allowances that they surrendered for such vear,
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E. Reporting Requirements for Excess SO; Allowances

Beginning on March 31, 2011, and continuing annually thereafter, Defendants
shall report: (a) the number of Excess SO, Allowances subject to surrender calculated
pursuant to Paragraph 93, and (b) the total number of Excess SO, Allowances (hat they
surrendered,

F. Continuous Operation of Pollution Controls required by Paragraphs 68, 69, 87,
and 102

« On March 31 of the year following Defendants’ obligation pursuant to this
Consent Decree to commence Continuous Operation of an SCR, FGD, ESP, or
Additional NOy Pollution Controls, Defendants shall report the date that they commenced
Continuous Operation of each such pollution contro) as required by this Consent Decree.
Beginning on March 31, 2008, and continuing annually thereafter, Defendants shall
report, for any SCR, FGD, ESP, or Additional NOy Pollution Controls required to
Continuously Operate during that year, the duration of any period during which that
pollution control did not Continuously Operate, including the specific dates and times
that such pollution control did not operate, the reason why Defendants did not
Continuously Operate such pollution control, and the measures taken to reduce emissions
of the pollutant controlled by such pollution control.

G. Installation of SO; and NO, Pollution Controls

Beginning on March 31, 2008, and continuing annually thereafter, Defendants
shall report on the progress of construction of NO, and SO» pollution controls required by
this Consent Decree including: (1) if construction is not underway, any available
information concerning the construction schedule, including the dates of any major
contracts executed during the prior calendar year, and any major components dclivered
during the prior calendar year; (2) if construction is underway, the estimated percent of
installation as of the end of the prior calendar year, the current estimated construction
completion date, and a brief description of completion of significant milestones during
the prior calendar year, including a narrative description of the current construction status
(e.g. foundations completed, absorber installation proceeding all material on-site, new
stack erection completed, etc.); and (3) once construction is complete, the dates the
equipment was placed in service and any acceptance testing was performed during the
prior calendar year.

H. Instaliation and Operation of PM CEMS

Beginning on March 31, 2013, for Cardinal Units 1 and 2 and a third Unit
identified pursuant to Paragraph 110, and continuing annually thereafter for all periods of
operation of PM CEMS as required by this Consent Decree, Defendants shall report the
data recorded by the PM CEMS, expressed in Ib/mmBTU on a 3-hour rolling average
basis in electronic format for the prior calendar year, in accordance with Paragraph 107,
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1. Other SO, Measures

Commencing in the first annual report Defendants submit pursuant to Paragraph
143, and continuing annually thereafter, Defendants shall submit all dala necessary to
determine Defendants’ compliance with the annual average coal content specified in the
table in Paragraph 90. '

J. 1-Hour Average NO, Emission Rate and 30-Day Rolling Average Emission
Rates for $Q, and NO;

1. Beginning on March 31 of the year following Defendants’ obligation pursuant
to this Consent Decree to first comply with an applicable 1-Hour Average NO, Emission
Rate and/or 30-Day Rolling Average Emission Rate for SO, and NOy, and continuing
annually thereafter, Defendants shall report all 1-Hour Average Emission Rate results
and/or 30-Day Rolling Average Emission Rate results to determine compliance with such
emission rate, as defined in Paragraph 4 or 3, as appropriate. Defendants shall also
report: (a) the date and time that the Unit initially combusts any fuel after shutdown; (b)
the date and time after startup that the Unit is synchronized with a utility electric
distribution system; {¢) the date and time that the fire is extinguished in a Unit; and (d)
for the fifth and subsequent Cold Start Up Period that occurs within any 30-Day period,
the earlier of the date and time that is either (i) eight hours after the unit is synchronized
with a utility electric distribution system, or (ii) the [Tue gas has reached the SCR
operational temperaturc range specified by the catalyst manufacturer.

2. Within the [irst report that identifies a 1-Hour Average NOy Emission Rate or
30-Day Rolling Average Emission Rate for SOz or NO,, Defendants shall include at least
five (5) example calculations (including hourly CEMS data in electronic format for the
calculation) wsed o determine the 1-Hour Average NO, Emission Rate and the 30-Day
Rolling Average Emission Rate for 8O, or NOy for five (3) randomly selected days. Ifat
any time Defendants change the methodology used in detcrmining the 1-Hour Average
NO, Emission Rate or the 30-Day Rolling Average Emission Rate for SOz or NOy,
Defendants shall explain the change and the reason for using the new methodology.

K. 30-Day Rolling Average Removal Efficiency for SO,

1. Beginning on March 31 of the year following Defendants’ obligation pursuant
to this Consent Decree to first comply with a 30-Day Rolling Average Removal
Lfficiency, and continuing annually thereafter, Defendants shall report all 30-Day Rolling
Average Removal Efficiency results to determine compliance with such removal
efficiency as defined in Paragraph 6 or, for Conesville Units 5 and 6, as specified in
Appendix C,

2. Within the first report that identifies a 30-Day Rolling Average Removal
Efficiency for SO», Deflendants shall include at least five (5) example calculations
(including hourly CEMS data in electronic format for the calculation) used to determine
the 30-Day Rolling Average Removal Efficiency for five (5) randomly selected days. If

4
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at any time Defendants change the methodology used in determining the 30-Day Rolling
Average Removal Efficiency, Defendants shall explain the change and the reason for
using the new methodology.

L. PM Emission Rates

Beginning on March 31, 2010, for Cardinal Units 1 and 2, and beginning on
March 31, 2013 for Muskingum River Unit 5, and continuing annually thereafter,
Defendants shall report the PM Emission Rate as defined in Paragraph 31, for Cardinal
Unit 1, Cardinal Unit 2, and Muskingum River Unit 5. For all such Units, Defendants
shall atlach a copy of the executive summary and results of any stack test performed
during the calendar year covered by the annual report.

M. Environmental Mitigation Projects

"1. Mitieation Projects to be Conducted by the States

Defendants shall report the disbursement of funds as required in Paragraph 127 of
the Consent Decree in the next annual progress report that Defendants submit pursuant to
Paragraph 143 Jollowing such disbursement of funds.

2. Appendix A Projects

Beginning March 31, 2008, and continuing on March 31 of each year thereafter
until completion of each Project (including any applicable periods of demonstration or
testing), Detendants shall provide the United States and Citizen Plaintiffs with written
reports detailing the progress ol each Project, including Project Dollars.

N. Other Unit becoming an Improved Unit

If Defendants decide to make an Other Unit an Improved Unit, Defendants shall
so state in the next annual progress report they submit pursuant to Paragraph 143 after
making such decision, and comply with the reporting requirements specified in Section
L1.G of this Appendix and any other reporting or notice requirements in accordance with
the Consent Decree.

1L Deviation Reports

Beginning March 31, 2008, and continuing annually thereafter, Defendants shall
report a summary of all deviations from the requirements of the Consent Decree that
occurred during the prior calendar year, identifying the date and time that the deviation
oceurred, the date and time the deviation was corrected, the cause and any corrective
actions taken for each deviation, if necessary, and the date that the deviation was initially
reported under Paragraph 145. In addition to any express requirements in Section I,
above, or in the Consent Decree, such deviations required to be reported include, but are
not limited (o, the following requirements: the 1-Hour Average NO, Emission Rate, the




Exhibit JMM-1
Page 118 of 121

Case 2:99-cv-01250-EAS-TPK  Document 363  Filed 10/09/2007 Page 118 of 121

30-Day Rolling Average Emission Rates for SO; and NO,, the 30-Day Rolling Average
Removal Efficiency for SO,, and the PM Emission Rate.

III.  Submissions Pending Review

In each annual report Defendants submit pursuant to Paragraph 143, Defendants
shall include a list of all plans or submissions made pursuant to this Consent Decree
during the calendar year covered by the annual report, the date(s) such plans or
submissions were submitted to one or more Plaintiffs for review and/or approval, and
shall identify which, if any, are still pending review and approval by Plaintiffs upon the
date of submission of the annual report.

IV.  Other Information Necessary To Determine Compliance

To the extent that information not expressly identified above is necessary to
determine Defendants’ compliance with the requirements of this Consent Decree during a
reporting period, and has not otherwise been submitted in accordance with the provisions
of the Consent Decree, Defendants shall provide such information as part of the annual
report required pursuant to Section XT of the Consent Decree.
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APPENDIX C

MONITORING STRATEGY AND CALCULATION OF
THE 30-DAY ROLLING AVERAGE REMOVAL EFFICIENCY
FOR CONESVILLE UNITS 5 AND 6

L Monitoring Strategy

1. The SO, monitoring system for Conesville Units 5 & 6 will consist of two
separate FGL inlet monitors in each of the two FGD inlet ducts for each Unit,
and one FGD outlet monitor in the combined flow {rom the outlets of the FGD
modules for each Unit, prior to the common stack.

2. Due to space ¢onstraints and potential interferences, monitors are currently
located in the intet duct for one FGD module on each Unit and at the
combined outlet from both FGD modules for each Unit prior to entering the
stack using best engineering judgment.

3. On or before December 31, 2008, Defendants shall submit a monitoring plan
to EPA for approval that will propose where to site and install an additional
inlet monitor in cach of the unmonitored FGD inlet ducts for each Unit, and
include a requirement that Defendants submil a complete certification
application for the Conesville Units 5 & 6 monitoring system to EPA and the
state permitting authority.

4. The Monitoring Plan will incorporate the applicable procedures and quality
assurance testing found in 40 C.F.R. Part 75, subject to the following:

a. The PS-2 siting criteria will not be applied to these monitoring systems;
however, the majority of the procedures in Section 8.1.3.2 of PS-2 will be
followed. Sampling of at least nine (9) sampling points selected in
accordance with PS-1 will be performed prior to the initial RATA. If the
resultant SO, emission rates for any single sampling point calculated in
accordance with Equation 19.7 arc all within 10% or 0.02 Ib/mmBtu of the
mean of all nine (9) sampling points, the alternative traverse point
locations (0.4, 1.2, and 2.0 meters from the duct wall) will be
representative and may be used for all subsequent RATAs.

b. The required relative aceuracy test audit will be performed in accordance
with the procedures of 40 C.F.R. Part 75, except that the calculations will
be performed on an SO, emission rate basis (i.e., Ib/mmBtu).

¢. The criteria for passing the relative accuracy test audjt will be the same
criteria that 40 C.F.R. Part 75 requires for relative accuracy or alternative
performance specification as provided for NO, emission rates,
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d. “Diluent capping” (i.c., 5% CO;) will be applied to the SO, cmission rate

for any hours where the measured CO; concentration rounds to zero.

Results of quality assurance testing, data gathered by the inlet and outlet
monitoring systems, and the resultant 30-day Rolling Average Recmoval
Efficiencies for these monitoring systems are not required to be reported
in the quarterly reports submitted to EPA’s Clean Air Markets Division
for purposes of 40 C,F.R. Part 75. Results will be maintained at the
facility and available for inspection, and the 30-day Rolling Average
Removal Efficiency will be reported in accordance with the requirements
of the Consent Decree and Appendix B. Equivalent data retention and
reporting requirements will be incorporated into the applicable permits for
these Units.

Missing Data Substitution of 40 C.F.R Part 75 will not be implemented.

. Tnitial performance tésting will be performed before the effective date of

the 30-Day Rolling Average Removal Efficiency requirements, and the
results will be reported to Plaintiffs as part of the annual report submitted
in accordance with Appendix B.

11 Calculation of 30-Day Rolling Average Removal Efficiency

1.

Removal efficiency shall be calculated By the equation:

[SO; emission rate e — SO, emission rate oue 1 / SO2 emission rate ye * 100

2.

Inlet and outlet emission rates shall be calculated using the methodology
specified in 40 C.F.R. Part 60 Appendix B — Method 19. Inlet emission
rates will be based on the average of the valid recorded values calculated
for each of the inlet FGD monitors at each Unit. Measurements are made
on a wet basis, so Equation 19.7 will be utilized to determine the hourly
SO, emission rate at each location. To make the conversion between the
measured wet SO; and CO; concentrations and an emission rate in pounds
per million BTU, an electronic Data System will perform Equation 19.7
using the SO, ppm conversion factor from Table 19-1 of Method 19 and
the Fc factor for the applicable fuel (currently bituminous coal) in Table
19-2 of Method 19. The resulting equation will be:

Emission rate (Ib SO,/mmBtu) = 1.660 x 107 * SO, (in ppm) * Fc * 100 / CO, (in %)

3

The electronic data system will calculate the hourly average SO; and CO,
concentration in accordance with 40 C.T.R. Part 75 quality control/quality
assurance requirements and will compute and retain these SO; emission
rates for every operating hour meeting the minimum data capture
requirements in accordance with 40 C.F.R. Part 75. Prior (o the
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! .
calculation of the SO; emission rate, hourly SO, and CO; concentrations
will be rounded to the nearest tenth (i.e., 0.1 ppm or 0.1 % CO,) and the
resulting SO, emission rate will be rounded to the nearest thousandth (ie.,
0.001 Ib/mmBtu).

4, From these hourly 80, emission rates, SO, removal efficiencies will be

calculated for each hour when the Unit is firing fossil fuel, and the hourly

. S0, and CO; monitors meet the QA/QC requirements of Part 75. Hourly
S0, removal efficiencies will be computed by taking the hourly inlet SO,
emission rate minus the outlet SO, emission rate, dividing the result by
inlet SO, emission rate and multiplying by 100, The resulting removal
efficiency will be rounded to the nearest tenth (i.c., 95.1%). Daily SO,
removal efficiencies will be calculated by taking the sum of Hourly 50,

. removal efficiencies and dividing by the number of valid monitored hours
for cach Operating Day. The resulting daily removal efficiencies will be
rounded to the nearest tenth (i.e., 95.1%).

5. The 30-Day Rolling Average Removal Efficiency will be computed by
taking the current Operating Day’s daily SO; removal efficiencey (as
described in Paragraph 4 of this Appendix C) plus the previous 29
Operating Days’ daily SO, removal efficiency, and dividing the sum by
30. In the event that a daily SO, removal efficiency is not available for an
Operating Day, Defendants shall exclude that Operating Day trom the
calculation of the 30-Day Rolling Average Removal Efficiency. The
resulting 30-day Rolling Average Removal Efficiency will be rounded to
the nearest tenth of a percent (L.e., a value of 95.04% rounds down to
95.0%, and a value of 95.05% rounds up to 95.1%).
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IN THE UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF OHIO

EASTERN DIVISION
UNITED STATES OF AMERICA
Plaintiff,
and
STATE OF NEW YORK, ET AL.,
Consolidated Cases:

Civil Action No. C2-99-1182

Civil Action No. C2-99-1250
JUDGE EDMUND A. SARGUS, JR.
Magistrate Judge Terence P. Kemp

Plaintiff-Intervenors,

V.

AMERICAN ELECTRIC POWER SERVICE
CORP., ET AL,

Defendants.

OHIO CITIZEN ACTION, ET AL,
Plaintiffs,
V.

AMERICAN ELECTRIC POWER SERVICE
CORP., ET AL.,

Defendants.

UNITED STATES OF AMERICA
Plaintiff,

JUDGE EDMUND A. SARGUS, IR.
Magistrate Judge Norah McCann King

V.

AMERICAN ELECTRIC POWER SERVICE
CORP.,ET AL, Civil Action No. C2-05-360
Civil Action No. C2-04-1098

Defendants.

i A N R R e T -_JV\_/\-J\_I\../\./\._J\..J\_J\./vvvvvuvuvvvvvvvvv

ORDER ENTERING THIRD JOINT MODIFICATION TO CONSENT DECREE
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This matter is before the Court on Plaintiff the United States of America’s Motion to
Approve the Third Joint Modification of the Consent Decree. (Doc. No. 547.) For the reasons
set forth within Plaintiff’s motion, the Court GRANTS the motion and ENTERS the Third Joint
Modification to Consent Decree, which is attached hereto.

This Order renders moot Defendants® Application for Judicial Interpretation of the
Consent Decree (Doc. No. 528) and Defendants® Motion to Strike (Doc. No. 539). These two
motions are therefore DENIED AS MOOT.

IT IS SO ORDERED this | '{ ¥ day of MAY, 2013.

AL o

EDMUND é\}S_ARGUS, JR.
A

UNITED S ES DISTRICT COURT JUDGE
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IN THE UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF OHIO
EASTERN DIVISION

UNITED STATES OF AMERICA
Plaintiff,
and

STATE OF NEW YORK, ET AL.,
Consolidated Cases:

Civil Action No. C2-99-1182

Civil Action No. C2-99-1250
JUDGE EDMUND A. SARGUS, JR.
Magistrate Judge Terence P. Kemp

Plaintiff-Intervenors,
V.

AMERICAN ELECTRIC POWER SERVICE
CORP., ET AL.,

Defendants.

OHIO CITIZEN ACTION, ET AL.,

Civil Action No. C2-04-1098
JUDGE EDMUND A. SARGUS, JR.
Magistrate Judge Norah McCann King

Plaintiffs,
V.

AMERICAN ELECTRIC POWER SERVICE
CORP., ET AL,

Defendants.

UNITED STATES OF AMERICA

Plaintiff,
Civil Action No. C2-05-360

JUDGE EDMUND A. SARGUS, JR.
Magistrate Judge Norah McCann King

L4

AMERICAN ELECTRIC POWER SERVICE
CORP., ET AL.,

Defendants.
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THIRD JOINT MODIFICATION TO CONSENT DECREE
WITH ORDER MODIFYING CONSENT DECREE

WHEREAS On December 10, 2007, this Court entered a Consent Decree in the above-
captioned matters (Case No. 99-1250, Docket # 363; Case No. 99-1182, Docket # 508).

WHEREAS Paragraph 199 of the Consent Decree provides that the terms of the Consent
Decree may be modified only by a subsequent written agreement signed by the Plaintiffs and
Defendants. Material modifications shall be effective only upon written approval by the Court.

WHEREAS pursuant to Paragraph 87 of the Consent Decree, as modified by a Joint

Modification to Consent Decree With Order Modifying Consent Decree, filed on April 5, 2010

(Case No. 99-1250, Docket # 371), and as modified by a second Joint Modification to Consent
Decree With Order Modifying Consent Decree, filed on December 28, 2010 (Case No. 99-1250,
Docket # 372), the Defendants are required, inter alia, to install and continuously operate a Flue
Gas Desulfurization System (FGD) no later than December 31, 2015 on Big Sandy Unit 2,
December 31, 2015 on Muskingum River Unit 5, December 31, 2017 on Rockport Unit 1, and
December 31, 2019 on Rockport Unit 2.

WHEREAS, on October 31, 2012, the Defendants filed an Application for Judicial
Interpretation of Consent Decree in Case No. 99-1182 (Docket # 528) and the related cases.

WHEREAS, the United States, the States and Citizen Plaintiffs filed a Memorandum in
Opposition (Case No. 99-1182, Docket # 534), and Citizen Plaintiffs filed a Supplemental
Memorandum in Opposition (Case No. 99-1250, Docket # 381) to the Defendants’ Application.

WHEREAS all Parties made additional filings and the Application was scheduled for a
hearing on December 17, 2012.

WHEREAS, the Parties have engaged in settlement discussions and have reached

2
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agreement on a modification to the Consent Decree as set forth herein.

WHEREAS, the Parties have agreed, and this Court by entering this Third Joint
Modification finds, that this Third Joint Modification has been negotiated in good faith and at
arm’s length; that this settlement is fair, reasonable, and in the public interest, and consistent
with the goals of the Clean Air Act, 42 U.S.C. §7401, et seq.; and that entry of this Third Joint
Modification without further litigation is the most appropriate means of resolving this matter.

WHEREAS, the Parties agree and acknowledge that final approval of the United States
and entry of this Third Joint Modification is subject to the procedures set forth in 28 CFR § 50.7,
which provides for notice of this Third Joint Modification in the Federal Register, an opportunity
for public comment, and the right of the United States to withdraw or withhold consent if the
comments disclose facts or considerations which indicate that the Third Joint Modification is
inappropriate, improper, or inadequate. No Party will oppose entry of this Third Joint
Modification by this Court or challenge any provision of this Third Joint Modification unless the
United States has notified the Parties, in writing, that the United States no longer supports entry
of the Third Joint Modification.

NOW THEREFORE, for good cause shown, without admission of any issue of fact or
law raised in the Application or the underlying litigation, the Parties hereby seek to modify the
Consent Decree in this matter, and upon the filing of a Motion to Enter by the United States,
move that the Court sign and enter the following Order:

T Add a definition of “Cease Buming Coal” as new Paragraph 8A of the Consent
Decree as follows:

8A. “Cease Burning Coal” means that Defendants shall permanently cease burming coal for

purposes of generating electricity from a Unit, and shall submit all necessary notifications or

3
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requests for permit amendments to reflect the permanent cessation of coal firing at the Unit.

y 3 Modify the definition of “Continuously Operate” in Paragraph 14 of the Consent

Decree as follows:

14. *Continuously Operate” or “‘Continuous Operation” means that when an SCR, FGD. DSI,

ESP, or Other NOx Pollution Controls are used at a Unit, except during a Malfunction, they shall

be operated at all times such Unit is in operation, consistent with the technological limitations,
manufacturer’s specifications, and good engineering and maintenance practices for such

equipment and the Unit so as to minimize emissions to the greatest extent practicable.

3. Add a new definition of “Dry Sorbent Injection™ or “DSI” as new Paragraph18A

of the Consent Decree as follows:

18A. “Dry Sorbent Injection” or “DSI” means a pollution control system in which a sorbent is

injected into the flue gas path prior to the particulate pollution control device for the purpose of

reducing SO, emissions. For purposes of the DSI systems required to be installed at the

Rockport Units only, the DSI systems shall utilize a sodium based sorbent and be designed to

inject at least 10 tons per hour of a sodium based sorbent. Defendants may utilize a different
sorbent at the Rockport Units provided they obtain prior approval from Plaintiffs pursuant to

Paragraph 148 of the Consent Decree.
4. Modify the definition of “Improved Unit” in Paragraph 28 of the Consent Decree

as follows:

28.  An “Improved Unit” for SO» means an AEP Eastern System Unit equipped with an FGD

or scheduled under this Consent Decree to be equipped with an FGD, or required to be Retired,

Retrofitted, Re-Powered, or Refueled.

The remainder of Paragraph 28 shall remain the same.

4
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5. Add a definition of “Plant-Wide Annual Tonnage Limitation for SO, at Rockport™
as new Paragraph 48A of the Consent Decree, as follows:

48A. "Plant-Wide Annual Tonnage Limitation for SO- at Rockport™ means the sum of the tons

of SO, emitted during all periods of operation from the Rockport Plant, including, without

limitation, all SO~ emitted during periods of startup, shutdown, and Malfunction, during the
relevant calendar year (i.e., January 1 — December 31).

6. Add a definition of “Refuel” as new Paragraph 53A of the Consent Decree, as

follows:

53A.  “Refuel” means, solely for purposes of this Consent Decree, the modification of a unit as

necessary such that the modified unit generates electricity solely through the combustion of

natural gas rather than coal, including the installation and Continuous Operation of the NO,_

controls required by Section I'V of this Consent Decree. Nothing herein shall prevent the reuse of

any equipment at any existing unit or new emissions unit, provided that AEP applies for, and

obtains, all required permits, including, if applicable, a PSD or Nonattainment NSR permit.
7. Modify the definition of “Retrofit” in Paragraph 56 of the Consent Decree as

follows:

56. “Retrofit” means that the Unit must install and Continuously Operate both an SCR and an

FGD, as defined in the Consent Decree. For purposes of the requirements in Paragraph 87 for

the Rockport Units, “Retrofit” also means that the Unit will be equipped with a post-combustion

wet- or dry-FGD system with a control technology vendor guaranteed design removal efficiency

of 98% or more, and subject upon installation to a 30-Day Rolling Average Emissions Rate of

0.100 1b/mmBTU for SO,, if the Unit burns coal with an uncontrolled SO- emissions rate of 3.0

Ib/mmBTU or higher, or a 30-day Rolling Average Emission Rate of 0.060 1b/mmBTU if the
5
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Unit burns coal with an uncontrolled SO, emissions rate below 3.0 Ib/mmBTU. For the 600 MW

listed in the table in Paragraph 68 and 87, “Retrofit” means that the Unit must meet a federally-

enforceable 30-Day Rolling Average Emission Rate of 0.100 Ib/mmBTU for NOx and a 30-Day

Rolling Average Emission Rate of 0.100 1b/mmBTU for SO2. measured in accordance with the

requirements of this Consent Decree.

8. Modify the Eastern System-Wide Annual Tonnage Limitations for SO, in the

table in Paragraph 86 of the Consent Decree as follows:

86. Notwithstanding any other provision of this Consent Decree, except Section XIV (Force

Majeure), during each calendar year specified in the table below, all Units in the AEP Eastern

System, collectively, shall not emit SO, in excess of the following Eastern System-Wide Annual

Tonnage Limitations:

Calendar Year(s) Eastern System-Wide Annual | Modified Eastern System-

Tonnage Limitations for SO; | Wide Annual Tonnage
Limitations for SO,

2016 250-000-teny 145,000 tons

2017 235000 ens 145,000 tons

2018 184-000-tens 145,000 tons

201 9-ene-eachyearthersatter - | 174-000-tens 113,000 tons per year

2021

2022 - 2025 174-000-tons 110.000 tons per year

2026 - 2028 3174-000-tons 102,000 tons per year

2029, and each vear thereafter | 374.000-tens 94,000 tons per year

The remainder of the table in Paragraph 86 shall remain the same.

£k Modify the SO, pollution control requirements and compliance dates listed in the

6
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table in Paragraph 87 of the Consent Decree for Big Sandy Unit 2, Muskingum River Unit 5,

Rockport Units | and 2, and Tanners Creek Unit 4 as follows:

87. No later than the dates set forth in the table below, Defendants shall install and

Continuously Operate an FGD on each Unit identified therein, or, if indicated in the table, Retire,

Retrofit, er Re-power, or Refuel such Unit:

Unit S0, Modified SO; Pollution | Date Modified Date
Pollution | Control
Control
Big _ Sandy Retrofit, Retire, Re-power, | December
Unit 2 EGD or Refuel 31,2015 NA
Muskingum | EGB Cease Burning Coal and | Becember | December 15, 2015
River Unit 5 Retire 20
Or
Cease Buming Coal and December 31, 2015,
Refuel unless the Refueling
project is not
completed in which
case the unit will be
taken out of service
no later than
December 31, 2015
and will not restart
until the Refueling
project is completed.
The Refueling project
must be completed by
June 30, 2017.
First. EGD Dry Sorbent Injection, Decersbers
Rockport S0 April 16, 2015
Unit and
Retrofit, Retire, Re-power,
or Refuel December 31, 2025.
Second EGR Dry Sorbent Injection, December | April 16, 2015
Rockport 24D
Unit and and

JMM-2
Page 9 of 32
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Unit S50, Modified SO, Pollution | Date Modified Date
Pollution | Control
Control

Retrofit, Retire, Re-power,
or Refuel December 31, 2028.

Tanners NA Retire or Refuel NA June 1, 2015
Creek Unit 4

The remainder of the table in Paragraph 87 of the Consent Decree shall remain the same,
including the Joint Modifications previously made to the compliance deadlines for Amos Units 1
and 2.

10.  Add a new Paragraph 89A establishing the Plant-Wide Annual Tonnage
Limitations for SO, at Rockport, as follows:

89A. For each of the calendar years set forth in the table below, Defendants shall limit their

total annual SO» emissions from Rockport Units 1 and 2 to Plant-Wide Annual Tonnage

Limitations for SO, as follows:

Calendar Years Plant-Wide Annual Tonnage Limitations for SO,
2016 - 2017 28,000 tons per year
2018 - 2019 26,000 tons per year
2020 - 2025 22.000 tons per year
2026 - 2028 18.000 tons per year
2029, and each year thereafter 10,000 tons per vear

11.  Modify Paragraph 92 of the Consent Decree as follows:

92, Except as may be necessary to comply with this Section and Section XII (Stipulated

Penalties), Defendants may not use any SO- Allowances to comply with any requirements of this

8
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Consent Decree. including by claiming compliance with any emission limitation, Eastern
System-Wide Annual Tonnage Limitation, Plant-Wide Annual Rolling Average Tonnage

Limitation for SO» at Clinch River, Plant-Wide Annual Tonnage Limitation for SO» at Kammer,

or Plant-Wide Annual Tonnage Limitations for SO, at Rockport required by this Consent Decree

bv using, tendering, or otherwise applying SO, Allowances to achieve compliance or offset any

emission above the limits specified in this Consent Decree.

12.  Modify Paragraph 100 of the Consent Decree as follows:

100. To the extent an Emission Rate, 30-Day Rolling Average Removal Efficiency, Eastern

System-Wide Annual Tonnage Limitation, or Plant-Wide Annual Tonnage Limitation for SO; is

required under this Consent Decree, Defendants shall use CEMS in accordance with the
reference methods specified in 40 C.F.R. Part 75 to determine the Emission Rate or annual

13.  Modify Paragraph 104 of the Consent Decree as follows:

104. On or before the date established by this Consent Decree for Defendants to achieve and

maintain 0.030 1b/mmBTU at Cardinal Unit 1, Cardinal Unit 2, and Muskingum River Unit 5,

Defendants shall conduct a performance test for PM that demonstrates compliance with the PM

Emission Rate required by this Consent Decree. Within forty-five (45) days of each such

performance test, Defendants shall submit the results of the performance test to Plaintiffs

pursuant to Section XVIII (Notices) of this Consent Decree. On and after the date that

Muskingum River Unit 5 complies with the requirement to Cease Burning Coal pursuant to
Paragraph 87 of this Consent Decree, Defendants shall no longer be obligated to comply with the
performance testing requirements for Muskingum River Unit 5 contained in this Paragraph.
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14,  Modify Paragraph 105 of the Consent Decree as follows:

105.  Beginning in calendar year 2010 for Cardinal Unit | and Cardinal Unit 2. and calendar

year 2013 for Muskingum River Unit 5, and continuing in each calendar year thereafter,

Defendants shall conduct a stack test for PM on each stack servicing Cardinal Unit 1, Cardinal

Unit 2, and Muskingum River Unit 5. The annual stack test requirement imposed by this

Paragraph may be satisfied by stack tests conducted by Defendants as required by their permits

from the State of Ohio for any year that such stack tests are required under the permits. On and

after the date that Muskingum River Unit 5 complies with the requirement to Cease Burning

Coal pursuant to Paragraph 87 of this Consent Decree, Defendants shall no longer be obligated to

comply with the stack testing requirements for Muskingum River Unit 5 contained in this

Paragraph.

15.  Modify Paragraph 119 of the Consent Decree as follows:

119, Defendants shall irnplement the Environmental Mitigation Projects described in

Appendix A to this Consent Decree, shall fund the categories of Projects described in Subsection

B. below, and shall implement the Citizen Plaintiffs’ Renewable Energy Project and Citizen

the “Projects™) i

Plaintiffs’ Mitigation Projects described in Subsection C, below, {collectivel

compliance with the approved plans and schedules for such Projects and other terms of this

Consent Decree.

The remainder of Paragraph 119 shall remain the same.
16.  Add a new Subsection C after Paragraph 128 of the Consent Decree as follows:

& Citizen Plaintiffs’ Renewable Energy Project and Citizen Plaintiffs’ Mitigation

Projects.

128A. Citizen Plaintiffs’ Renewable Energy Project. Defendants shall implement a renewable
10
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energy project as described below during the period from 2013 through 2019.
a. If, during the period from 2013-20135, a renewable energy production tax
credit of at least 2.2 cents/kwh for ten years is available for new wind electricity production

facilities upon which construction is commenced within one year or more after enactment of the
tax credit (or an alternative tax benefit is available that provides sufficient economic value so that
the levelized cost to customers does not exceed the weighted average cost of any existing

contracts with Indiana Michigan Power Company (“1&M?") for 50 MW or greater of wind

capacity, adjusted for inflation) 1&M will secure 200 MW of new wind energy capacity from

facilities located in Indiana or Michigan that qualify for the production tax credit or alternative

tax benefit within two vears after enactment. For the avoidance of doubt, so long as the energy

production tax credit contained in the American Taxpayer Relief Act of 2012 allows projects that

have commenced construction by December 31, 2013, and that are placed in service by

December 31, 2014, to qualify for the energy production tax credit provided in that Act, then

1&M shall be obligated to secure new renewable energy purchase agreements for 200 MW of

new wind energy capacity.

b. If a renewable energy production tax credit or alternative tax benefit as

described in subparagraph a.. above, is not available during 2013-2015, but becomes available

during 2016-2019 for new wind electricity production facilities on which construction is

commenced within one year or more after the production tax credit or alternative tax benefit is

enacted, I&M will use commercially reasonable efforts to secure 200 MW of new wind enerpy

capacity from facilities located in Indiana or Michigan that qualify for the production tax credit

or alternative tax benefit within two vears after enactment.

i)
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¢. If a renewable energy production tax credit or alternative tax benefit as

described in subparagraph a., above, is not available during the period from 2013 — 2019 for new
wind electricity production facilities on which construction is commenced within one year or

more after the production tax credit or alternative tax benefit is enacted. 1&M shall be relieved of

its obligations to secure new wind energy capacity under this Paragraph 119A.

128B. Citizen Plaintiffs’ Mitigation Projects. I&M will provide $2.5 million in mitigation

funding as directed by the Citizen Plaintiffs for projects in Indiana that include diesel retrofits,

health and safety home repairs, solar water heaters, outdoor wood boilers, land acquisition

projects, and small renewable energy projects (less than 0.5 MW) located on customer premises
that are eligible for net metering or similar interconnection arrangements on or before December

31, 2014. 1&M shall make payments to fund such Projects within seventy-five (75) days after

being notified by the Citizen Plaintiffs in writing of the nature of the Project, the amount of

funding requested, the identity and mailing address of the recipient of the funds, payment

instructions, including taxpayer identification numbers and routing instructions for electronic

payments, and any other information necessary to process the requested payments. Defendants
shall not have approval rights for the Projects or the amount of funding requested, but in no event

shall the cumulative amount of funding provided pursuant to this Paragraph 128B exceed $2.5

million.
17.  Modify Paragraph 127 of the Consent Decree as follows:

127. The States, by and through their respective Attorneys General. shall jointly submit to

Defendants Projects within the categories identified in this Subsection B for funding in amounts

not to exceed $4.8 million per calendar year for no less than five (5) vears following the Date of

Entry of this Consent Decree beginning as early as calendar year 2008, and for an additional
12
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amount not to exceed $6.0 million in 2013. The funds for these Projects will be apportioned by

and among the States, and Defendants shall not have approval rights for the Projects or the

apportionment. Defendants shall pay proceeds as designated by the States in accordance with the

Projects submitted for funding each year within seventy-five (75) days after being notified by the

States in writing. Notwithstanding the maximum annual funding limitations above, if the total

costs of the projects submitted in any one or more years is less than the maximum annual

amount, the difference between the amount requested and the maximum annual amount for that

vear will be available for funding by the Defendants of new and previously submitted projects in

the following years, except that all amounts not requested by and paid to the States within eleven

(11) vears after the Date of Entry of this Consent Decree shall expire.

18.  Modify Paragraph 133 of the Consent Decree as follows:

133. Claims Based on Modifications after the Date of Lodging of This Consent Decree. Entry

of this Consent Decree shall resolve all civil claims of the United States against Defendants that

arise based on a modification commenced before December 31, 2018, or, solely for the first
Rockport Unit, before December 31, 2025, or, solely for the second Rockport Unit, before
December 31, 2028, for all pollutants, except Particulate Matter, regulated under Parts C or D of

Subchapter I of the Clean Air Act, and under regulations promulgated thereunder, as of the Date

of Lodging of this Consent Decree, and.:

a. where such modification is commenced at any AEP Eastern System Unit

after the Date of Lodging of this Consent Decree; or

b. where such modification is one this Consent Decree expressly directs

Defendants to undertake.

The remainder of Paragraph 133 shall remain the same.

13
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19.  Modify the table in Paragraph 150 of the Consent Decree as follows:

Consent Decree Violation Stipulated Penalty (Per Day, Per Violation,
Unless Otherwise Specified)

x. Failure to comply with the Plant-Wide Annual | $40,000 per ton. plus the surrender, pursuant to
Tonnage Limitation for SO, at Rockport the procedures set forth in Paragraphs 95 and 96,
of SO, Allowances in an amount equal to two
times the number of tons by which the limitation
was exceeded
y. Failure to fund a Citizen Plaintiffs’ Mitigation | $1,000 per day per violation during the first 30
Project as required by Paragraph 119B of this | days, $5,000 per day per violation thereafter

Consent Decree
z. Failure to implement the Citizen Plaintiffs’ | $10.000 per day per violation during the first 30

Renewable Energy Project required by Paragraph | days, $32.500 per day per violation thereafter
128A of this Consent Decree

The remainder of the table in Paragraph 150 shall remain the same.
20. In addition to the requirements reflected in Appendix B (Reporting Requirements)
to the Consent Decree, Defendants shall include in their Annual Report to Plaintiffs the

following information:

0. Plant-Wide Annual Tonnage Limitation for SO, at Rockport

Beginning on March 31, 2017, and continuing annually thereafter. Defendants shall

report: (a) the actual tons of SO, emitted from Units 1 and 2 at the Rockport Plant for the prior
calendar year; (b) the Plant-Wide Annual Tonnage Limitation for SO, at the Rockport Plant for

the prior calendar year as set forth in Paragraph 89A of the Consent Decree; and (c) for the

annual reports for calendar years 2015 — 2028, Defendants shall report the daily average SO

emissions from the Rockport Plant expressed in Ib/mmBTU, and the daily sorbent deliveries to
the Rockport Plant by weight.

P. Citizen Plaintiffs’ Renewable Energy Project

Beginning on March 31, 2014, and continuing each year thereafter until completion of the
Citizen Plaintiffs’ Renewable Energy Project. Defendants shall include a written report detailing
the progress of the implementation of the Citizen Plaintiffs’ Renewable Energy Project required
by Paragraph 119A of the Consent Decree.

Q. Citizen Plaintiffs’ Mitigation Projects

Beginning on March 31, 2013, and continuing each year until March 31, 2015,

Defendants shall include a written report detailing the progress of implementation of the Citizen
14
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Plaintiffs’ Mitigation Projects required by Paragraph 119B of the Consent Decree.

R. By March 31, 2015, Defendants shall notify Plaintiffs of their intent to Retire or
Refuel Muskingum River 5.

S. By March 31, 2024, Defendants shall notify Plaintiffs of their decision to Retrofit

Retire, Re-Power or Refuel the first Rockport Unit. If Defendants elect to Retrofit the Unit,
Defendants shall provide with such notification, information regarding the removal efficiency
guarantee requested from and obtained from the control technology vendor and the sulfur content

of the fuel used to design the FGD, including any non-confidential information reparding the SO
control technology filed by Defendants with the public utility regulator.

T. By March 31, 2027, Defendants shall notify Plaintiffs of their decision to Retrofit,
Retire, Re-power or Refuel the second Rockport Unit. If Defendants elect to Retrofit the Unit,
Defendants shall provide with such notification, information regarding the removal efficiency
guarantee requested from and obtained from the control technology vendor and the sulfur content
of the fuel used to design the FGD, including any non-confidential information regarding the SO-
control technology filed by Defendants with the public utility regulator.

U. If Defendants elect to Retrofit one or both of the Rockport Units, beginning in the
annual reports submitted for calendar years 2026 and/or 2029, as applicable, Defendants shall
report a 30-Day Rolling Average SO, Emission Rate for the Unit(s) that is (are) Retrofit in
accordance with Paragraph 5 of the Consent Decree. In addition, Defendants shall report a 30-
Day Rolling Average Uncontrolled Emission Rate for SO, for the Unit(s) that is(are) Retrofit

based on daily as burned coal sampling and analysis or an inlet SO, CEMs upstream of the FGD.

The remainder of Appendix B shall remain the same.

21.  Except as specifically provided in this Order, all other terms and conditions of the

Consent Decree remain unchanged and in full effect.

SO ORDERED, THIS N'H'\DAY OF MO-'J, , 2013,

ANy

HONORABLf DMUND A. SARGUS, JR.
UNITED ST S DISTRICT COURT JUDGE

15
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Respectfully submitted,

FOR THE UNITED STATES OF AMERICA:

v S /é/ﬂm

1IGNACIA S. MORENO

Assistant Attorney General
Environmental and Natural Resources Division
United States Department of Justice

Senior Counsel

Environmental Enforcement Section
Environmental and Natural Resources Division
United States Department of Justice

P.O. Box 7611

Washington, D.C. 20530

(202) 307-1859
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FOR THE UNITED STATES OF AMERICA:

Lo I

SUSAN SHINKKIAN

Director

Office of Civil Enforcement

Unitcd&a/les/Emiironmemal Protection Agency
AT

i AE
/S A
(o /’M/ L
PHILLIP A: BROOKS
Director, Air Enforcement Division

Office of Civil Enforcement
United States Environmental Protection Agency

SEEMA KAKADE

Attorney-Advisor

Air Enforcement Division

Office of Civil Enforcement

United States Environmental Protection Agency
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FOR THE COMMONWEALTH OF
MASSACHUSETTS:

MARTHA COAKLEY
Attorney General

LN GA

FREDERICK. D. AUGENSTERN /
Assistant Attomey General
Environmental Protection Division

1 Ashburton Place, 18th Floor
Boston, Massachusetts 02108
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FOR THE STATE OF CONNECTICUT: l

GEORGE JEPSEN ‘
Attorney General I
|

S i

KIMBERLY MASSICOTE
Assistant Attorney General

Office of the Attorney General

55 Elm Street, P.O. Box 120
Hartford, Connecticut 06141-0120
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FOR THE STATE OF MARYLAND:

DOUGLAS F. GANSLER
Attomey General

/

A THEW ZIMMERMAN
Assistant Attorney General
Office of the Attorney General
1800 Washington Blvd.
Baltimore, Maryland 212
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FOR THE STATE OF NEW HAMPSHIRE:

MICHAEL A. DELANEY
Attomney General

/
By: }T{ =7 Z’%
K. ALLEN BROOKS
Senior Assistant Attorney General
33 Capitol Street

Concord, New Hampshire 03301
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FOR THE STATE OF NEW JERSEY:

JEFFREY S. CHIESA
Attorney General

Teputy Attorney General

New Jersey Dept. of Law & Public Safety
25 Market St., P.O. Box 093

Trenton, NJ 08625-0093
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FOR THE STATE OF NEW YORK:
ERIC T. SCHNEIDERMAN

Attorney General

171

-
By: /%%m%m/
MICHAEL J. ¢/

Assistant Attornéy General
Environmental Protection Bureau
The Capitol

Albany, New York 12224
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PETER F. KILMARTIN
Attomey General
G Y CHULTZ

Special Assistant Attomey Gene&

150 South Main Street
Providence, Rhode Island 02903
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FOR THE STATE OF VERMONT:

WILLIAM H. SORRELL
Attorney General

By: /\L- /7'-(“"\'\

THEA SCHWARTZ

Assistant Attormey General
Environmental Division

109 State Street

Montpelier, Vermont 05609-1001
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FOR NATURAL RESOURCES DEFENSE COUNCIL,
INC.:

|

l\.'/ V\(:L/;-";( ":/‘i_ (é/l/}/\\ C‘n/\ t’?)
NANCY S. MARKS
Natural Resources Defense Council, Inc.
40 West 20th Street
New York, NY 10011
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FOR SIERRA CLUB:

SHANNON FISK

Earthjustice

1617 John F. Kennedy Blvd., Suite 1675
Philadelphia, PA 19103



Case: 2:99-cv-01182-EAS-TPK Doc #: 548 Filed: 05/14/13 Page: 30 of 32 PAGEID #: 13851  Jmm-2
Page 30 of 32

FOR OHIO CITIZEN ACTION, CITIZENS ACTION
COALITION OF INDIANA, HOOSIER
ENVIRONMENTAL COUNCIL, OHIO VALLEY
ENVIRONMENTAL COALITION, WEST VIRGINIA
ENVIRONMENTAL COUNCIL, CLEAN AIR
COUNCIL, IZAAK WALTON LEAGUE OF
AMERICA, ENVIRONMENT AMERICA"
NATIONAL WILDLIFE FEDERATION, INDIANA
WILDLIFE FEDERATION AND LEAGUE OF OHIO
SPORTSMEN:

“'-...

2 )
¢ ”// Jo i

BUGE 4
Env1ronmenta] Law and Policy Center
35 East Wacker Drive, Suite 1300
Chicago, Illinois 60601-2110

'Environment America is the same entity that signed on to the original Consent Decree as United
States Public Interest Research Group.
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LOCAL COUNSEL FOR SIERRA CLUB, NATURAL
RESOURCES DEFENSE COUNCIL, INC., OHIO
CITIZEN ACTION, CITIZENS ACTION
COALITION OF INDIANA, HOOSIER
ENVIRONMENTAL COUNCIL, OHIO VALLEY
ENVIRONMENTAL COALITION, WEST VIRGINIA
ENVIRONMENTAL COUNCIL, CLEAN AIR
COUNCIL, IZAAK WALTON LEAGUE OF
AMERICA, ENVIRONMENT AMERICA"
NATIONAL WILDLIFE FEDERATION, INDIANA
WILDLIFE FEDERATION AND LEAGUE OF OHIO
SPORTSMEN:

PETER PRECARIO 0027080
Attorney At Law

2 Miranova PI., Suite 500
Columbus, Ohio 43215-4525

'Environment America is the same entity that signed on to the original Consent Decree as United
States Public Interest Research Group.
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FOR DEFENDANTS AMERICAN ELECTRIC
POWER SERVICE CORPORATION, ET AL.:

o) Tl

DAVID M. FEINBERY

General Counsel

American Electric Power Service Corporation
| Riverside Plaza

Columbus, Ohio 43215
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DIRECT TESTIMONY OF
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VERIFICATION

The undersigned, Zachary C Miller, being duly sworn, deposes and says he is a Corporate
Finance Analyst Principal for American Electric Power that he has personal knowledge

of the matters set forth in the forgoing testimony and the information contained therein is
true and correct to the best of his information, knowledge and belief

),arﬂ: Miller

STATE OF OHIO )
) CASE NO. 2017-00179
COUNTY OF FRANKLIN )

Subscribed and sworn to before me, a Notary Public in and before said County
and State, by Zachary C Miller, this the 920 =&t _day of June 2017.

SRR, Ch e W Covury
% JOSEPHINE M. CONER Néghry Pliblic
= 4% Notary Publc, S of O
5, M Commisson Expres 10402021

My Commission Expires: /0~ /0 - Z01|
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DIRECT TESTIMONY OF
ZACHARY C. MILLER ON BEHALF OF
KENTUCKY POWER COMPANY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

I. INTRODUCTION

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND POSITION.

My name is Zachary C. Miller. My business address is 1 Riverside Plaza,
Columbus, Ohio 43215. | am employed by American Electric Power Service
Corporation (“AEPSC”) as a Principal Corporate Finance Analyst. AEPSC, a
wholly owned subsidiary of American Electric Power Company, Inc. (“AEP”),
provides centralized professional and other services to subsidiaries of AEP. AEP is
the parent company of Kentucky Power Company (“Kentucky Power” or
“Company™).

1. BACKGROUND

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND
BUSINESS EXPERIENCE.

| earned a Bachelor of Science in Business Administration as an Accounting major
from The Ohio State University in 2009. | earned a Master of Business
Administration from Capital University in 2013.

| began employment with AEPSC as a Treasury Analyst in June 2009. Between
June 2009 and January 2013, | worked in various capacities, with primary focus on
cash and deal management operations within the Treasury Department. In February
2013, | transferred to the Corporate Finance group as an Analyst. In March 2016, |

was promoted to my current position of Principal Corporate Finance Analyst.
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WHAT ARE YOUR RESPONSIBILITIES AS PRINCIPAL CORPORATE
FINANCE ANALYST?

My responsibilities include planning and executing the corporate finance programs
of the regulated operating companies in the AEP System, including Kentucky
Power. | am also responsible for preparing dividend payment recommendations for
the companies in the AEP System, establishing capitalization targets, and managing
the relationships between AEP and its subsidiaries with the credit rating agencies.

I11. PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?
The purpose of my testimony is to support certain historical and adjusted data
incorporated in this application. | will sponsor Kentucky Power Company’s
proposed capital structure and cost of capital for ratemaking purposes, employing
the cost of common equity, supported by Company Witness McKenzie.
ARE YOU SPONSORING ANY SCHEDULES INCLUDED IN THE
COMPANY’S FILING?
Yes. | am sponsoring the following Section V Schedules and Workpapers:

e Section V Workpaper S-2 Page 1 — Cost of Capital

e Section V Schedule 3 (Column 3, Lines 1-4) — Capitalization

e Section V Workpaper S-3 Page 1 — Long-Term Debt

e Section V Workpaper S-3 Page 2 — Schedule of Short-Term Debt

Q. WERE THE SCHEDULES PREPARED BY YOU OR UNDER YOUR

DIRECTION?
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Yes.

IV. PROPOSED COST OF CAPITAL AND CAPITAL STRUCTURE

PLEASE SUMMARIZE KENTUCKY POWER’S PROPOSED CAPITAL
STRUCTURE AND WEIGHTED AVERAGE COST OF CAPITAL?
Based the test year ended February 28, 2017, Kentucky Power’s proposed capital

structure and weighted average cost of capital is summarized in Table 1 below.

Table 1 Reapportioned Annual Weighted
Kentucky Percentage Cost Average
Jurisdictional of Percentage Cost

Description Capital Total Rate Percent
Long Term Debt $648,913,758 54.45% 5.32% 2.90%
Short Term Debt 0 0.00% 0.80% 0.00%
Accounts Receivable Financing 46,105,009 3.87% 1.95% 0.08%
Common Equity 496,766,726 41.68% 10.31% 4.30%
Total $1,191,785,493 100.00% 7.28%

HOW WAS THE COMPANY’S PROPOSED CAPITAL STRUCTURE
DEVELOPED?

Development of the proposed capital structure, as shown in Table 1, begins with the
per book balances for each category of capital as of the end of the test year,
February 28th, 2017. The per book balances are then adjusted to account for known
and measurable changes to the Company’s capitalization. The capitalization
adjustments are shown in Section V, Schedule 3 and detailed in the testimonies of
Company Witnesses Wohnhas and Ross.

PLEASE EXPLAIN HOW THE PROPOSED WEIGHTED AVERAGE COST

OF CAPITAL OF 7.28% WAS CALCULATED.
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The proposed weighted average cost of capital is based on the summation of the
weighted average cost for each source of capital in the Company’s capital structure,
including long-term debt, short-term debt, common stock, accounts receivable
financing, and the treatment of investment tax credits. The calculation is shown on
Section V, Workpaper S-2 page 1. The Company began with the Reapportioned
Kentucky Jurisdictional capitalization as calculated on Section V Schedule 3
Column 14 for each source of capital. Next, the Company divided the dollar
amount of each component of capital by the Company’s total dollar amount of
capital to derive the percentage of the Company’s total capital each component
represents. The percentage of total capital was then multiplied by the respective
annual cost percentage rate for each source of capital.

PLEASE EXPLAIN WHAT RATES WERE USED IN CALCULATING THE
COMPANY’S PER BOOKS WEIGHTED AVERAGE COST OF CAPITAL
AS OF FEBRUARY 28, 2017.

The weighted cost of long-term debt was determined by taking the sum of each debt
instrument’s actual annualized cost and dividing this amount by the total debt
outstanding as of February 28, 2017. The annualized cost for each debt instrument
was calculated by multiplying the effective cost rate (yield to maturity) by the net
proceeds outstanding. The effective cost rate, or yield to maturity, is the debt yield
expressed as an annual rate in relation to the face value of the instrument. As such,
the annualized cost is calculated by multiplying the yield to maturity by the current

amount outstanding. The sum of the annualized costs is then divided by the total
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debt outstanding to determine the weighted cost of the long-term debt portfolio.
Please refer to Section V, Workpaper S-3, page 1.

The cost of short-term debt used in the calculation is the Company’s actual short-
term interest expense for the twelve months ended February 28, 2017 divided by the
actual average borrowings outstanding during the same time period. Please refer to
Section V, Workpaper S-3, page 2.

The cost of accounts receivable financing used in the derivation of the weighted
average cost of capital was calculated using the thirteen month average cost of
receivable factoring experienced by the Company during the test year.

The cost of common equity used in the calculation is recommended by Company
Witness McKenzie.

PLEASE DESCRIBE THE CHANGE IN THE WEIGHTED AVERAGE
COST OF LONG-TERM DEBT SINCE THE COMPANY’S LAST BASE
RATE CASE.

The Company’s weighted average cost of long-term debt is 5.32% which is 9 basis
points lower than the weighted average cost of long term debt of 5.41% at the time
of the Company’s application in Case No. 2014-00396.

V. EINANCIAL POSITIONING

PLEASE BRIEFLY EXPLAIN HOW THE COMPANY FINANCES ITS
OPERATIONS?

The Company generally finances its operations (construction program and working
capital requirements) from one of two sources of available capital: internally-

generated funds and externally-generated funds. Internally-generated funds are



10

11

12

13

14

15

16

17

18

19

20

21

22

23

MILLER- 6

cash receipts the Company collects from its customers netted for cash expenses.
Conversely, externally-generated funds include money accessed through capital
markets. When the Company’s internally generated funds are not sufficient to cover
operations or investments, the Company accesses capital markets to finance its
operations and fund its investment.

DOES THE COMPANY PLAN TO ACCESS CAPITAL MARKETS TO
FINANCE UPCOMING OPERATIONS AND INVESTMENT?

Yes. Kentucky Power’s financing plans were detailed in the Commission’s
December 21, 2016 Order in Case No. 2016-00345 granting the Company’s
application for financing authority. Kentucky Power was granted authority to issue
indebtedness and engage in financings in an amount of up to $85,000,000 for its
general corporate purposes and its capital requirements. Additionally and included
in the granted financing authority, the Company will refinance the $325,000,000
6.0% Senior Note, Series E, due September 2017, the $75,000,000 Variable Rate
Local Bank Facility Program due November 2018 and the $65,000,000 WVEDA
Mitchell Project, Series 2014A Variable Rate Demand Note Pollution Control Bond
due June 2017.

WHEN DOES THE COMPANY EXPECT TO ACCESS CAPITAL
MARKETS?

The Company expects to refinance the $325,000,000 6.0% Senior Note, Series E
and the $65,000,000 WVEDA Mitchell Project, Series 2014A Variable Rate
Demand Note in June 2017. Kentucky Power expects to renew the Variable Rate

Local Bank Facility Program at its maturity in November 2018. The Company will



10

11

MILLER- 7

continue to evaluate the need and timing of the amount of up to $85,000,000 for its
general corporate purposes and its capital requirements.

WHAT IMPACT WILL THE DEBT REFINANCING HAVE ON
KENTUCKY POWER’S WEIGHTED AVERAGE COST OF CAPITAL?

The specific impact the debt refinancing will have on the Company’s weighted
average cost of capital cannot be known until the refinancing transactions are
complete. Upon completion of the Senior Note and Pollution Control Bond debt
refinancing transactions, the Company will submit supplemental testimony detailing
the terms and conditions of the new debt offerings.

DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY?

Yes.
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DIRECT TESTIMONY OF
DEBRA L. OSBORNE, ON BEHALF OF
KENTUCKY POWER COMPANY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

l. INTRODUCTION AND BACKGROUND

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.
My name is Debra L. Osborne. My business address is 500 Lee Street East,
Charleston, WV, 25301. | am Vice President of Generating Assets for
Appalachian Power Company (“Appalachian Power”) and Kentucky Power
Company (“Kentucky Power” or “Company”). Appalachian Power and Kentucky
Power are wholly-owned subsidiaries of American Electric Power Company, Inc.
(“AEP”)

PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND
AND BUSINESS EXPERIENCE.

| earned a Bachelor of Science degree in Electrical Engineering from West
Virginia University and have completed both a Leadership Development program
at The Ohio State University Fisher College of Business and a Utility
Management Certification from Willamette University. | joined Ohio Power
Company in 1987 as a performance engineer at Gavin Plant, progressing to
various positions until I transferred to Appalachian Power’s Philip Sporn Plant as
Energy Production Manager. Since 2005, | have been Plant Manager at four of
Appalachian Power’s coal-fired plants and the AEP Simulator Learning Center. |
assumed my current position as Vice President Generating Assets for Appalachian

Power and Kentucky Power in January 2017.
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PLEASE BRIEFLY DESCRIBE YOUR DUTIES AND
RESPONSIBILITIES AS VICE PRESIDENT OF GENERATING ASSETS
FOR APPALACHIAN POWER AND KENTUCKY POWER.

I am responsible for the safe, reliable and economic operation of the fossil-fueled
generating assets owned and operated by Kentucky Power and Appalachian
Power. Specifically, | plan, organize, coordinate, direct and control plant
activities, including the operations, maintenance, engineering and construction of
the plant facilities. | also oversee plant budgets and interface with other AEP
functional groups such as accounting, regulatory, and commercial operations to
ensure the needs of the generating plants are met.

PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE WITH
SELECTIVE CATALYTIC REDUCTION (“SCR”) SYSTEMS.

| have worked at two AEP coal plants operating with installed SCR systems,
including serving as the Plant Manager for the 1,320 megawatt (“MW”)
Mountaineer Plant. 1 am familiar with the activities, consumables, costs, and
maintenance required to operate an SCR.

1. PURPOSE OF DIRECT TESTIMONY

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS
PROCEEDING?

The purpose of my testimony is to:

e Describe the Kentucky Power generation assets.
e Describe the Big Sandy Unit 1 natural gas conversion process.

e Provide an update on decommissing activities for Big Sandy Unit 2.
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e Describe and support the reasonableness of Kentucky Power’s generation
non-fuel, non-labor operations and maintenance (“O&M”) expenses for
Mitchell and Big Sandy Plants.

e Support the reasonableness and cost-effectiveness of the Rockport Unit 1 SCR
Project included in the Company’s 2017 Environmental Compliance Plan.

1.  KENTUCKY POWER’S GENERATING ASSETS

PLEASE DESCRIBE KENTUCKY POWER’S GENERATION ASSETS.
Kentucky Power’s generation assets consist of both owned and contracted
generation capacity for a total of 1458 MW.

PLEASE BRIEFLY DESCRIBE KENTUCKY POWER’S OWNED
GENERATION.

Kentucky Power’s generation assets consist of a total of 1065 MW of capacity
from two generating plants, Big Sandy and Mitchell. The Company’s assets and
their characteristics are listed in Table 1.

Table 1: Kentucky Power Generation Assets

Kentucky Expected
Power-Owned No. of Retirement
Plant Capacity(MW) Units Location Fuel Date
Natural
Big Sandy 285 1 Louisa, KY Gas 2031
Moundsville,
Mitchell 780 2 WA/ Coal 2040

Kentucky Power owns and operates the Big Sandy Plant located near
Louisa, Kentucky. The plant currently is a single unit with a generating capacity
of 285 MW. Big Sandy Unit 1 was originally placed in service in 1963 and
operated as a 278 MW sub-critical coal-fired generating unit through mid-
November 2015. As approved by the Commission in Case No. 2013-00430, and
described later in my testimony, Big Sandy Unit 1 was converted to a natural gas-

fired unit and returned to service May 31, 2016. The unit is equipped with low
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NOx burners with overfire air for reduction of nitrogen oxides (*NOXx”)
emissions. The Company retired Big Sandy Unit 2, an 800 MW coal-fired
generating unit, on May 31, 2015.

The Mitchell Plant is located approximately 12 miles south of
Moundsville, West Virginia on the Ohio River. Kentucky Power owns an
undivided 50% interest in the Mitchell Plant; the other 50% interest is owned by
Wheeling Power Company. The plant comprises two super-critical pulverized
coal-fired base load generating units. Mitchell Unit 1 has a capacity of 770 MW
and Mitchell Unit 2 has a capacity of 790 MW for a total capacity of 1,560 MW.
Both units were placed in service in 1971. Each unit is equipped with an
Electrostatic Precipitator (“ESP”) for control of particulate, a Flue Gas
Desulfurization system for sulfur dioxide (“SO,”) control, and both SCR
technology and low-NOy burners for control of NO, emissions. Both units also
utilize a dry fly ash handling system.

PLEASE DESCRIBE WHAT COMPRISES KENTUCKY POWER’S
CONTRACTED GENERATION.

Kentucky Power is a party to a unit power agreement with AEP Generating
Company for power from the Rockport Plant. The Rockport Plant is located along
the Ohio River in southern Indiana and consists of two supercritical pulverized
coal-fired generating units. Kentucky Power’s contractual share of the Rockport

output totals 393 MW.

HAVE THE RETIREMENT DATES FOR THE MITCHELL OR BIG

SANDY GENERATING UNITS CHANGED?



10

11

12

13

14

15

16

17

18

19

20

21

OSBORNE- 5

No. The expected life of a power plant depends on many factors, including the
original design, the current condition of the unit, and the potential cost to replace
the generation with another source. There have been no changes to either unit at
the Mitchell plant that indicate a change in the retirement date of 2040. The 2031
retirement date is still a valid expectation of the useful life of Big Sandy Unit 1.

IV. BIG SANDY UNIT 1 CONVERSION

WHAT MODIFICATIONS WERE MADE TO CONVERT BIG SANDY
UNIT 1 FROM A COAL-FIRED TO A GAS-FIRED UNIT?
Major unit modifications required to convert Big Sandy Unit 1 included changes
to the existing steam generator (boiler) and unit control systems to accommodate
the combustion of natural gas, the installation of new fuel metering and regulating
facilities for the natural gas, and modifications to the associated balance of plant
systems. Additional work included:
e Modifications to the boiler pressure part circuitry;
e Replacement of the existing coal combustion burners with natural
gas burners;
e |Installation of new gas piping and valve racks;
e Installation of new gas burning igniters;
o Installation of new main flame scanners;
e Associated electrical, instrumentation and burner management
control system modifications;

e Continuous Emissions Monitoring System modifications;
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e Installation of new fuel gas check metering, heater and pressure
regulating station, and

e |Installation of two flame scanner cooling air blowers.
It also was necessary to install a natural gas transport supply pipeline lateral to the
plant site.
WHEN WAS BIG SANDY PLACED IN SERVICE AS A GAS-FIRED
UNIT?
Big Sandy was placed in service as a gas-fired unit on May 31, 2016.

V. STATUS OF BIG SANDY UNIT 2 DECOMMISSIONING

WHAT IS THE STATUS OF BIG SANDY UNIT 2?

Kentucky Power retired Big Sandy Unit 2 on June 1, 2015. The Company is
currently decommissioning and demolishing the unit.

PLEASE DESCRIBE THE DECOMISSIONING AND DEMOLITION
ACTIVITIES AT BIG SANDY PLANT.

Following the retirement of Big Sandy Unit 2 and the conversion of Big Sandy
Unit 1 to natural gas, the Company’s decommissioning and demolition activities
at Big Sandy include:

. Closure of the fly ash pond

. Asbestos Removal
o Removal of coal handling equipment
o Demolition of the Big Sandy Unit 2 cooling tower

. Removal of coal impacted soils from the former coal yard
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DOES THE DECOMMISSIONING AND DEMOLITION ACTIVITY AT
BIG SANDY UNIT 2 REPRESENT A CHANGE IN STRATEGY FROM
PREVIOUS TESTIMONY PRESENTED IN THE LAST BASE RATE
CASE?

Yes. At the time of the last base rate case, the Company anticipated retiring Big
Sandy Unit 2 in place until such time as Big Sandy Unit 1 retired. Beginning in
2016, and as part of the Company’s response to the economic issues facing the
service territory, Kentucky Power accelerated the demolition timeline for Big
Sandy Unit 2 to facilitate redevelopment of a portion of the Big Sandy property as
an economic development site. A description of the economic development
potential of the site is included in the testimony of Company Witness Hall.

VI. KENTUCKY POWER GENERATION O&M

WHAT ARE THE O&M REQUIREMENTS OF KENTUCKY POWER’S
GENERATION ASSETS?

Each of Kentucky Power’s plants must provide safe, economical, and reliable
generation output to serve load. Because customer demand fluctuates
continuously, each generating plant must be prepared to accommodate these
fluctuations. In addition, a unit’s maintenance needs vary based on its type,
design, age, condition, and operational characteristics. All units must be
maintained so as to operate when required, and to do so in a safe manner in
compliance with all local, state, and federal regulations.

HOW ARE O&M COSTS CONTROLLED AT THE PLANTS?
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To minimize O&M expenses, Kentucky Power relies on a system of maintenance
and operations management programs to ensure optimal performance of the
generating assets. These maintenance programs are:

e Predictive Maintenance: monitoring, inspections, and/or data analyses
conducted to diagnose potential maintenance issues early and usually
while the equipment is running so as to minimize downtime.

e Preventive Maintenance: protocols, testing, and physical work

conducted on equipment to address anticipated or diagnosed
vulnerabilities.

In addition, continuous improvements are incorporated into the operations and
maintenance of the generating units to eliminate waste and increase process
efficiencies. Together, these maintenance and management programs help to
optimize operation of the assets and limit O&M cost escalations.

WHAT PERIOD WAS USED TO DEVELOP THE TEST YEAR
GENERATION O&M EXPENSE FOR KENTUCKY POWER?

The test year is the twelve-month period from March 1, 2016 through February
28, 2017.

WHAT IS KENTUCKY POWER’S ADJUSTED TEST YEAR LEVEL OF
GENERATION O&M EXPENSE?

Kentucky Power’s non-fuel, non-labor adjusted test year Generation O&M
expense is $23.9 million. The Generation O&M expense comprises two
categories of expenses: steam maintenance and steam operations. As shown in
Table 2 below, Kentucky Power’s adjusted test year Generation O&M expenses
include steam maintenance and steam operations amounts for Big Sandy, the
Company’s 50% undivided interest in Mitchell, and shared plant costs not

attributable to a specific generating unit (known as Non-Plant costs).
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Table 2: Kentucky Power Non-Fuel, Non-Labor Adjusted Test Year Generation O&M

Category Mitchell Big Sandy Non-Plant Total
Steam
Maintenance $12,276,224 $3,963,396 ($218,529) $16,021,091
Steam Operations $3,630,309 $2,259,825 $1,986,401 $7,876,535
Total $15,906,533 $6,223,221 $1,767,872 $23,897,626

WHY DID THE TEST YEAR STEAM MAINTENANCE NON-PLANT
COSTS SHOW A CREDIT?

The driver for the negative account balance was the timing of monthly accounting
accruals and reversals. At the end of the test year, the net of these transactions
over the 12-month period resulted in a negative balance.

WAS IT NECESSARY TO NORMALIZE ANY PART OF THE TEST
YEAR O&M EXPENSES?

Yes. Steam maintenance work and expenses can vary materially from year to
year. The variable nature of maintenance expenditures is primarily driven by
planned unit outages and periodic planned repairs and replacements of unit
components. For example, each Mitchell unit typically is scheduled for one
planned maintenance outage during any three-year period. As a result, two years
of each three-year period will contain scheduled outages of a Mitchell unit and
the third year will have no scheduled outages. Also, forced outages, which by
definition do not occur on a predetermined schedule, will contribute to additional
variability in the costs. Due to such variability, normalizing those levels of
expenses over a three year time period presents a more representative level of
steam maintenance expense and contributes to the determination of fair, just, and

reasonable rates.
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HOW DID KENTUCKY POWER NORMALIZE THE MITCHELL TEST
YEAR STEAM MAINTENANCE EXPENSE?

As described in the testimony of Company Witness Wohnhas, and consistent with
previous rate adjustment applications, an adjustment has been made to the test
year steam maintenance expense at Mitchell by using the average for the three
year historical period as adjusted for inflation.

HOW WAS THE BIG SANDY TEST YEAR STEAM MAINTENANCE
EXPENSE NORMALIZED?

As described in the testimony of Company Witness Wohnhas, an adjustment has
been made to the test year steam maintenance expense at Big Sandy by using the
annualized gas portion of the O&M expense as the three-year average expense
amount. Annualizing the gas-fired portion of the test year steam maintenance
expense is necessary to account for the fact that Big Sandy only operated as a gas-
fired unit for nine months of the test year.

DOES THE ADJUSTED TOTAL AMOUNT OF $23.9 MILLION
REPRESENT AN APPROPRIATE AND REASONABLE GOING LEVEL
FOR O&M AT KENTUCKY POWER’S GENERATION ASSETS?

Yes. This total level is reasonable, and fairly reflects an appropriate level of
O&M for Big Sandy and Kentucky Power’s 50% share of the Mitchell Plant.
ARE ANY MODIFICATIONS OR ADDITIONS PLANNED FOR
MITCHELL OR BIG SANDY THAT WOULD AFFECT EXPECTED
GENERATION O&M EXPENSES?

No. The Company is not currently planning any modifications that would impact

O&M expenses at either plant.
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VIil. THE 2017 ENVIRONMENTAL COMPLIANCE PLAN

ARE THERE ANY SIGNIFICANT CAPITAL PROJECTS THAT ARE
BEING PROPOSED FOR INCLUSION IN THE COMPANY’S 2017
ENVIRONMENTAL COMPLIANCE PLAN?

Yes. As described by Company Witness Elliott, the Company is proposing to
include the Rockport Unit 1 SCR project which will control NOx emissions, as
part of its 2017 Environmental Compliance Plan. As described by Company
Witness McManus, the SCR installation is required for compliance with the
Federal Clean Air Act and the related 2007 NSR Consent Decree.

WHAT IS THE STATUS OF CONSTRUCTION OF THE ROCKPORT
UNIT 1 SCR?

The project is currently in the final stage of construction and estimated to be
completed during the third quarter 2017. Construction began in July 2015,
following the May 2015 issuance of a Certificate of Public Convenience and
Necessity (“CPCN”) by the Indiana Utility Regulatory Commission (“Indiana
Commission”) in Cause No. 44523.

HOW DOES AN SCR CONTROL NOx?

Nitrogen oxides, collectively referred to as NOyx are created in the steam
generator as a byproduct of the combustion process. The SCR technology injects
ammonia as a reagent into the flue gas stream, which is then passed over a
catalyst. The ammonia and NOx react on the catalyst surface to form nitrogen gas
and water vapor, reducing the amount of NOyx in the flue gas stream. In
combination with the low NOx burners and overfire air system already utilized at

Rockport Unit 1, the addition of an SCR is the most reasonable and cost-effective
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method to achieve the significant additional NOx emissions reductions required
for compliance.

WILL THE INSTALLATION OF AN SCR AFFECT THE GENERATING
CAPACITY OF ROCKPORT UNIT 1?

No it will not.

PLEASE DESCRIBE THE ROCKPORT UNIT 1 SCR INSTALLATION.
The SCR project requires the installation of new equipment and controls, and
upgrades to existing plant equipment. New equipment being installed as part of
the SCR system includes:

e Ammonia storage and injection systems;

SCR reactor modules (3);

e Catalyst installation and removal systems;

e Tie-in ductwork;

e Air heater basket replacement with installation of new multi-media

cleaning devices;

e Equipment to supply electrical needs of new process equipment;

e Ammonia slip monitoring equipment;

e Balance of plant equipment for SCR system.
Upgrades to the existing plant equipment include reinforcement of existing steel,
access platforms, walkways, and stairs. Heating, ventilation and air conditioning
equipment modifications also are being undertaken.
WHAT IS THE ESTIMATED COST FOR THE INSTALLATION OF THE

SCR ON UNIT 1 OF THE ROCKPORT PLANT?
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The current estimated final cost for the SCR installation is $268.5 million,
excluding Allowance for Funds Used During Construction. This cost estimate
includes the installation of the SCR, associated upgrades to existing plant
equipment, and allocated costs for support of the project.
ASIDE FROM THE INITIAL CAPITAL COST OF THE PROJECT, ARE
THERE ANY RELATED EXPENSES THAT WILL BE INCURRED OVER
THE LIFE OF THE SCR?
Yes. There will be intermittent capital costs associated with replacing depleted
catalyst layers. In addition, there will be fixed and variable O&M costs associated
with the operation of the Rockport Unit 1 SCR. The fixed O&M costs will be
associated with maintenance that must be performed to maintain the operability of
the SCR system. The variable O&M cost consists of the anhydrous ammonia,
which is injected into the flue gas stream as part of the SCR’s operation.
WHAT STEPS WERE TAKEN TO ENSURE THAT THE PROJECT IS
REASONABLE AND COST-EFFECTIVE?
An SCR system is a proven, reliable technology used throughout the electric
utility industry to reduce NOx emissions. It has been successfully installed on
fourteen AEP-operated units, four of which are 1300 MW units that are similar to
the Rockport units. This provides Kentucky Power customers the significant
benefit of the lessons learned from these prior experiences.

AEP Service Company (“AEPSC”), on behalf of I&M, executed the
Rockport Unit 1 SCR Project using the same phased approach that has been
successfully employed by AEPSC on multiple past projects, including the recent

Big Sandy Unit 1 gas conversion. The three-phase approach provided structured
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control of the project scope and costs by providing a minimum of three specific
decision points where engineering, design, cost and schedule are reviewed. Phase
I consisted primarily of a feasibility study in which technical options and costs are
evaluated and technology selection is made. In Phase Ila and Ilb, preliminary and
then detailed engineering and design were produced to aid in refining costs,
particularly with procurement and contracting. In addition, participation by the
construction team in the design phases assured that the equipment layout and
modularization allowed for optimized constructability and provided a smooth
transition into the major construction phase of the project.

Full-scale construction, startup, and commissioning are part of Phase I11.
Beginning major construction activities and contracting when detailed design is
substantially complete allowed for construction to proceed, in many cases, on a
fixed or target price basis. This practice served to mitigate cost risks since many
of the design changes that might otherwise result in additional work and cost were
identified and remedied.

Throughout the three-phase project planning and execution, AEPSC used
prudent project and construction management practices to ensure that the project
was accomplished in a safe, professional and cost-effective manner.

DID AEPSC EMPLOY ANY METHODS TO MITIGATE THE RISK OF
COST ESCALATION OF ON THE ROCKPORT UNIT 1 SCR PROJECT?

Yes. AEPSC’s strategies of being first to market, locking in queues in production
facilities, entering into procurement arrangements such as Discount Cooperative

Agreements with major equipment vendors, and procuring materials and
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commodities in bulk at fixed prices served to mitigate the risk of market price
spikes.

Q. IS IT YOUR OPINION THAT THE SCR INSTALLATION ON
ROCKPORT UNIT 1 1S REASONABLE AND COST-EFFECTIVE?

A Yes. As part of its application to the Indiana Commission for a CPCN for the
Rockport Unit 1 SCR, 1&M demonstrated that installing the SCR on Unit 1 was
the least cost alternative versus retiring the unit (as would be required under the
Consent Decree) and replacing it with another generation option or with market
purchases. In its final Order, the Indiana Commission held that “1&M considered
retrofit and retirement options, and the retirement of Rockport Unit 1 is not a
reasonable or cost effective means of providing low cost environmentally

reasonable power to its customers.”

By being both a highly effective and the
least cost alternative, the Rockport Unit 1 SCR retrofit is a reasonable and cost
effective means for the Rockport Plant to comply with its environmental
requirements.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes it does.

! Order of the Commission, Verified Petition Of Indiana Michigan Power Company (I&M), An Indiana
Corporation, For Approval Of A Clean Energy Project And Qualified Pollution Control Property And For
Issuance Of Certificates Of Public Convenience And Necessity For Use Of Clean Coal Technology And
Compliance With Federally Mandated Requirement (Project); For Ongoing Review; For Approval Of
Accounting And Ratemaking, Including The Timely Recovery Of Costs Incurred During Construction And
Operation Of Such Project Through 1&M's Clean Coal Technology Rider; For Approval Of Depreciation
Proposal For Such Project; And For Authority To Defer Costs Incurred During Construction And
Operation, Including Carrying Costs, Depreciation, Taxes, Operation And Maintenance And Allocated
Costs, Until Such Costs Are Reflected In The Clean Coal Technology Rider Or Otherwise Reflected In
I&M's Basic Rates And Charges at 19, Cause No. 44523 (Ind. U.R.C., May 13, 2015).
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DIRECT TESTIMONY

OF
EVERETT G. PHILLIPS
ON BEHALF OF
KENTUCKY POWER COMPANY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY
CASE NO. 2017-00179

I. INTRODUCTION

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND POSITION.

My name is Everett G. Phillips. My business address is 855 Central Avenue, Suite
200, Ashland, Kentucky 41101. I am the Managing Director of Distribution Region
Operations for the Kentucky Power Company (“Kentucky Power” or “Company”).
Kentucky Power Company is a subsidiary of American Electric Power Company, Inc.
(“AEP”).

PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND
AND PROFESSIONAL EXPERIENCE.

I earned a bachelor’s degree in Electrical Engineering in 1985 from West Virginia
University and a master’s degree in Business Administration in 2007 from
University of Phoenix. 1 am a registered professional engineer in the
Commonwealth of Kentucky. 1 am a member of the National Society of
Professional Engineers. I am an advisory board member of the Power and Energy
Institute of Kentucky for the University of Kentucky and a member of the applied
process technologies advisory committee for the Ashland Community and Technical
College. Throughout my career, I have held positions of increasing responsibility.

In 1998, T was promoted to the Kentucky Power Pikeville district superintendent
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position, and in 2000, I was promoted to the Pikeville district manager. In 2004, I
moved to Ashland, Kentucky where I served as Director of Customer and Distribution
Operations. In 2011, I assumed my current position.

WHAT ARE YOUR RESPONSIBILITIES AS MANAGING DIRECTOR OF
DISTRIBUTION REGION OPERATIONS?

I am responsible for overseeing all aspects of the Company’s distribution system,
including the planning, construction, operation, and maintenance of the system. My
duties also include the oversight and management of service extensions to new
customers, the safe and reliable delivery of service to our customers, and the
restoration of service when outages occur. 1 am also responsible for Kentucky
Power’s Distribution Vegetation Management Program and oversee distribution
smart grid investments.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION?

Yes. I testified before this Commission and filed testimony in the Company’s base
rate case filings, Case No. 2009-00459 and 2014-00396. My testimony in each
focused on the Company’s Distribution Vegetation Management Program and

system reliability.

Il. PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to provide an overview of Kentucky Power’s current
distribution power quality and service reliability programs. First, as the Commission
directed in its November 3, 2016 Order in Case No. 2016-00180, I address Kentucky

Power’s storm preparedness, its response to outages, its system reliability, and the
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effectiveness of the Company’s Distribution Vegetation Management Program.
Second, I discuss the yearly Distribution Operation and Maintenance expenses and
capital spending since the last base case (Case No. 2014-00396). Third, I describe the
Company’s implementation of the Distribution Vegetation Management Plan (“Plan”),
and the changes to the Plan being proposed by Kentucky Power. Finally, I discuss the
Company’s Smart Grid investments, the Smart Grid technology the Company is
considering, as well as new opportunities for continued reliability improvement.

ARE YOU SPONSORING ANY EXHIBITS AS PART OF YOUR
TESTIMONY?

Yes. I am sponsoring the following exhibits attached to my testimony:

Exhibit Description

EXHIBIT EGP-1 CUSTOMER RELIABILITY EXPECTATIONS

EXHIBIT EGP-2 MAP OF THE KENTUCKY POWER SERVICE
AREA

EXHIBIT EGP-3 FOREST LAND DISTRIBUTION FOR STATE OF
KENTUCKY

EXHIBIT EGP-4 ANNUAL VEGETATION MANAGEMENT
REPORTS

EXHIBIT EGP-5 COMPARISON OF FIVE-YEAR CYCLE AND SIX-
YEAR CYCLE PROPOSALS

WERE THESE EXHIBITS PREPARED BY YOU OR UNDER YOUR

DIRECTION?

Yes.
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I1l. RESPONSE TO DEFERRAL ORDER

PLEASE DESCRIBE THE DISTRIBUTION SYSTEM THAT SERVES
KENTUCKY POWER’S CUSTOMERS.

Kentucky Power serves approximately 168,000 retail customers in Kentucky in a
service area that covers approximately 3,780 square miles. Kentucky Power’s
Distribution System includes approximately 10,080 line miles of underground and
above-ground primary and secondary voltage lines.

IN ITS NOVEMBER 3, 2016 ORDER IN CASE NO. 2016-00180 THE
COMMISSION INDICATED IT PLANNED TO UNDERTAKE “A
DETAILED REVIEW OF KENTUCKY POWER’S STORM
PREPAREDNESS, ITS RESPONSE TO OUTAGES, AND SYSTEM
RELIABILITY, ALL OF WHICH ARE ISSUES OF GREAT INTEREST TO
THE COMMISSION.” FIRST, PLEASE DETAIL KENTUCKY POWER’S
STORM PREPAREDNESS EFFORTS.

Kentucky Power’s storm preparedness efforts fall into two broad categories: (a)
system hardening and resiliency; and (b) storm responsiveness. System hardening
includes Kentucky Power’s systematic approach to improve the existing
infrastructure to make it more durable for both normal operating conditions and
weather-related events. Grid resiliency efforts are designed to minimize the number
of customers affected by an outage, as well as to enable the Company to restore
power outages more quickly and efficiently when outages occur. There often is an
overlap between system hardening and system resiliency activities, and for the most

part I will discuss them together below.
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The second category, storm responsiveness, includes Kentucky Power’s
regular and ongoing efforts to prepare to respond quickly when a major storm
strikes. I discuss these efforts following my discussion immediately below of the

Company’s system hardening and system resiliency activities.

SYSTEM HARDENING AND SYSTEM RESILIENCY

PLEASE DETAIL THE TYPES OF ACTIVITIES ENCOMPASSED WITHIN
THE PHRASE “SYSTEM HARDENING.”
System hardening includes building, maintaining, and upgrading the distribution
system so that it is able to withstand the forces — both during normal operating
conditions and during Major Storm Events — that may occur. These forces include
thermal expansion and contraction from heat and cold, wind-loading from high
winds, and ice buildup on conductors and hardware. Kentucky Power is upgrading
many of its distribution facilities from Grade C facilities to Grade B facilities.
(Grade B facilities are designed to withstand up to one-half inch of radial ice; Grade
C structures are designed to withstand one-quarter inch of radial ice.) These
upgrades include installing stronger structures, lessening the span length on existing
distribution circuits to reduce tension on existing poles, and increasing the strength
of down guys and anchors on dead-end structures.

Another important component of the Company’s regular system hardening
efforts is the Company’s distribution Vegetation Management Program. That
program seeks to reduce the storm-related risk of damage to the grid by removing

trees from within the rights-of-way and danger trees outside the rights-of-way.
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WHAT TYPES OF ACTIVITIES DOES KENTUCKY POWER
UNDERTAKE TO MAKE ITS DISTRIBUTION SYSTEM MORE
RESILIENT?

Kentucky Power’s distribution Vegetation Management Program also aids grid
resiliency. Other examples of grid resiliency activities include installing devices
such as line reclosers, sectionalizers, and line fuses to sectionalize the system so
that, in the event of a fault on the system, these devices isolate the faulted location.
This limits the duration of the outage experienced by the customers on the
remainder of the line. Other examples include Supervisory Control and Data
Acquisition systems that allow for equipment to be controlled remotely, as well as
distribution automation that include schemes and equipment to allow the
distribution grid to automatically recover to the extent practicable when an outage
occurs. Over three million dollars was invested in telecommunication upgrades,
including Supervisory Control and Data Acquisition technology, in support of the
Company’s efforts to improve system resiliency since the last base case.

WHEN DOES KENTUCKY POWER PERFORM SYSTEM HARDENING AND
SYSTEM RESILIENCY ACTIVITIES?

The Company undertakes hardening and resiliency activities in conjunction with
both its Vegetation Management Plan work and in connection with Kentucky
Power’s normal maintenance activities. The system hardening and resiliency
activities primarily are focused on those circuits that are most at risk of being
affected by weather events. During normal maintenance activities, Kentucky Power

performs ground line inspections of poles, upgrades and replaces cross arms and
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poles as needed to better withstand weather events, installs additional lightning
mitigation, and hardens overhead highway crossings on the distribution system. The
Company also adds sectionalizing devices to distribution circuits to minimize the
number of customers impacted by an outage on a lateral line. In addition, the
Company upgrades distribution substation breakers and relays to meet current
standards, implements distribution automation where practicable, and increases
maintenance activities to improve grid resiliency.
HOW DOES THE COMPANY PRIORITIZE THESE ACTIVITIES?
Kentucky Power analyzes individual circuits annually to identify the worst
performing circuits. Kentucky Power focuses work on individual circuits based
upon each circuit’s performance during storms, as well as the day-to-day
performance of the circuit under normal operating conditions. Kentucky Power then
estimates the number of structures that will need to be upgraded, the number of
structures that will need to be installed to shorten span lengths, and the number of
additional down guys and anchors that will need to be added or upgraded to better
withstand more severe weather conditions. Kentucky Power also performs ground
line inspections on existing structures that were not replaced to ensure the durability
of the pole. During the 2016 ground-line inspection, 9,511 poles were inspected,
2,341 poles were treated, and 270 poles were identified for replacement.

Kentucky Power also identifies those distribution facilities that would
require large volumes of line crew resources during extended outages, and that
could affect emergency responders such as police, fire and ambulance operators. As

an example, these assessments led to the relocation of sections of the Coalton-Trace
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Creek, Daisy-Leatherwood, Dewey-Inez and Draffin-Yellow Hill lines to make
these circuits more accessible.

Distribution automation projects are also evaluated based upon available
system capacity and resources in a given area. Other factors that are considered
include the number of customers in a given area, past reliability performance, as
well as the deployment of new technology. Kentucky Power is actively installing
Distribution Automation — Circuit Reconfiguration technology, which adds more
automatic reclosers to circuits to isolate faults and get more customers restored more
quickly during an outage. This will be described in more detail in the Smart Grid
section of my testimony.

DO SYSTEM HARDENING AND SYSTEM RESILIENCY ACTIVITIES
REQUIRE BOTH OPERATION AND MAINTENANCE EXPENDITURES
AND CAPITAL INVESTMENT?

Yes. The maintenance and inspection program-related costs are expensed to
Operation and Maintenance, while the replacement of major assets is recorded as
capital investments. Both are required to maintain a distribution grid that will meet
the expectations of Kentucky Power’s customers.

PLEASE DESCRIBE THE COMPANY’S 2016 SYTEM HARDENING AND
SYSTEM RESILIENCY OPERATION AND MAINTENANCE
EXPENDITURES AND CAPITAL INVESTMENTS?

Kentucky Power in 2016 spent approximately $2.2 million in Operation and
Maintenance dollars to inspect poles, circuits, reclosers, regulators, capacitors, air

break switches, underground cable and substations. When weak or damaged assets
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or materials are identified during inspections, the items were replaced or upgraded
to ensure the distribution system is less prone to failure during adverse conditions.
Table 1 lists Kentucky Power’s consumption of common distribution materials and
supplies over the past three years:

Table 1 — Kentucky Power Common Material Issued Annually

ITEM 2014 2015 2016
Cross Arm 2,927 2,597 2,921
Arrestor 3,816 3,503 4,045
Cutout 6,114 5,917 6,693
Insulator 18,113 18,110 19,690
Pole 2911 3,161 3,242
Splice 31,764 36,077 27,316
Transformer 1,730 1,473 1,437
Wire (Ft) 2,259,345 | 2,104,227 | 1,860,570

The listed items include those that typically fail during a storm or adverse
conditions. The materials listed in Table 1 were issued for all purposes and not just
system hardening and system resiliency. Nevertheless, replacing these items for
whatever reason before they fail is an important part of Kentucky Power’s system

hardening and system resiliency efforts.

STORM RESPONSIVENESS

PLEASE DESCRIBE HOW KENTUCKY POWER PREPARES TO

RESPOND TO MAJOR STORM EVENTS?

The second part of Kentucky Power’s storm preparedness efforts is its regular and
ongoing effort to lay the groundwork to respond quickly when a major storm strikes.
Procedures are in place to assess a storm before it hits using intelligent weather

monitoring services, and when required, to ramp up personnel, communications,



10

11

12

13

14

15

16

17

18

19

20

21

22

23

PHILLIPS- 10

materials, equipment and outside resources to match the severity of the storm.
Mutual assistance programs allow Kentucky Power to bring in additional resources
from outside the Company and state when needed to restore power more quickly.
The Company also conducts training exercises periodically to ensure key employees
understand their role and can practice their response.

HOW DOES KENTUCKY POWER RESPOND TO STORM-RELATED
DAMAGE AND OUTAGES?

Even before a major storm hits, the Company is assessing the pending storm event.
If severe weather is predicted, the distribution team convenes via conference calls to
evaluate the incoming weather to anticipate the amount of damage that might be
sustained. Then, the appropriate personnel are notified with instructions on how to
proceed. As outages begin, the Distribution Dispatch Center may receive an alarm
indicating a substation circuit breaker has “locked out” because of a permanent fault
on a distribution feeder. The Customer Operations Center may also receive outage
calls from customers, which in turn leads to personnel entering tickets in the
Company’s Outage Management System. As Kentucky Power determines the
location of the outages, personnel are dispatched to outage locations to assess the
cause of the outage and to determine the resources required to repair the damage.
The necessary resources are then allocated to remove hazards, to complete the
repairs and to restore service. The Company continually monitors the outages and
resources to restore service as quickly as possible. Outage restoration times are
continually estimated and updated to provide customers the most up-to-date

information about their service restoration. For severe or major storms, the
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Company may request mutual assistance from other utilities or contractors to
supplement the response effort. Details of the Company’s response are recorded for
reporting purposes and post-event evaluation. The response information and system
performance information are used for future process improvement and evaluation of
program effectiveness.
HAS KENTUCKY POWER IMPLEMENTED IMPROVEMENTS TO ITS
STORM RESPONSIVENESS PROCESS?
Yes. The Company implemented an Incident Command System process as part of the
Emergency Restoration Plan project during 2015. The Incident Command System is a
standardized, on-scene, all-hazard incident management tool that allows responders to
manage both small and large emergencies such as outages related to major storms and
other events requiring quick responses. Its key element is a common chain of
command where the roles are clearly defined. The benefits of the process Incident
Command System include that it:
e Establishes consistent roles and responsibilities;
e Separates key restoration roles, i.e., operations, planning, logistics, finance and
safety;
e Limits spans of control;
e C(learly defines and limits the focus of employee’s responsibilities during the
restoration or emergency response;
e Provides standardized terminology that will allow for effective and efficient
communication internally and with local, state, and federal government

agencies; and
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e Allows the Company to share resources efficiently and effectively regardless
of the incident size and transition employees throughout the service area
during events.

WHAT WAS INVOLVED IN IMPLEMENTING THE INCIDENT COMMAND
SYSTEM?

Kentucky Power deployed new technology and improved its processes. These
improvements were undertaken to improve the Company’s efficiency and performance
in restoring service after a major or severe storm. The Incident Command System is
the same process used by other utilities and agencies such as the military and local and
state government emergency responders in responding to emergencies. The
technology deployment included enhancements to Outage Management System
software used to track distribution outage data, improvements to the Estimated Time
of Restoration, which is the approximate time communicated to customers through the
Company’s website to indicate when electric service will be restored, and improved
damaged assessment tools, which help first responders to collect information on
damage to the Company’s facilities and the resources required to restore service.

IS THE COMPANY BETTER PREPARED FOR FUTURE STORMS?

Yes. The Company completed Incident Command System implementation and
simulation training in February and March of 2015. Mock exercises were conducted
in October 2015 and November 2016. The Incident Command System process
improves both internal and external communications and coordination of restoration
efforts and produces shorter outages for our customers. Drills are planned annually.

The next exercise drill is scheduled for the fall of 2017.
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IVV. DISTRIBUTION RELIABILITY PROGRAMS

RELIABILITY STRATEGY

PLEASE DESCRIBE THE COMPANY STRATEGY FOR IMPROVEMENTS
IN SYSTEM RELIABILITY.

Kentucky Power’s strategy for system reliability improvement is a balanced
approach that includes monitoring, inspection, maintenance, and investment in
replacing aging infrastructure and the implementation of new technologies. By
monitoring and inspecting facilities, the Company identifies the causes that affect
reliability, and then works to mitigate the causes through process improvements.
The Distribution Vegetation Management Program seeks to limit outages resulting
from trees and vines inside the Company’s rights-of-way, and those caused by
“danger trees” located outside the rights-of-way. The reliability programs described
below provide oversight and improvements to key processes and facilities that are
fundamental to providing reliable customer service. Finally, replacement of aging
infrastructure and the installation of new facilities using the latest technology helps
to ensure customers will have a reliable distribution grid that serves their needs and
expectations.

WHAT IMPACT ARE THESE IMPROVEMENTS HAVING ON THE
SYSTEM RELIABILITY METRICS?

Reliability metrics are improving. As shown in Table 2, the Company’s reliability
metrics are generally trending down:

Table 2 — Kentucky Power Reliability Metrics for All Causes

| Year | SAIFI | CAIDI | SAIDI |
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Note: Excludes Major Storms

As described below, SAIDI is the primary metric used by the Commission to
assess the progress of the Company’s reliability performance progress.
BEFORE ADDRESSING THESE THREE METRICS, DO THE VALUES
REPORTED IN TABLE MATCH THOSE PREVIOUSLY REPORTED? IF
NOT, PLEASE EXPLAIN WHY.
The 2014 SAIFI and CAIDI values and the 2016 SAIFI, SAIDI, and CAIDI values in
Table 2 vary from what previously was filed with the Commission. The remaining
values are identical to what the Company previously filed. The variances are slight.
For example, the 2016 CAIDI metric previously was reported as 205.14. Table 2
reports the value as 205.8. The difference results from updates to data following its
filing. For example, upon re-examination of outage data on a circuit by circuit basis
slight adjustments may be made to reflect better the cause of an outage, the duration of
an outage, or the circuits affected. Kentucky Power constantly works to compile,
refine, and file with the Commission the most accurate reliability data.
PLEASE DEFINE THESE RELIABILITY METRICS AND EXPLAIN HOW
THE METRICS REFLECT IMPROVING RELIABILITY?
SAIDI, CAIDI, and SAIFI are defined in IEEE 1366-2012, the “IEEE Guide for
Electric Power Distribution Reliability Indices.” SAIDI (System Average Interruption
Duration Index) indicates the total duration of interruption for the average customer

for the year indicated, and is defined as the “Summation of Customer Interruption
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Duration” divided by the “Total Number of Customers Served.” The reduction in
SAIDI indicates that the duration of outages is decreasing.

CAIDI (Customer Average Interruption Duration Index) represents the average
time required to restore service to customers, and it is defined as the “Summation of
Customer Interruption Duration” divided by the “Total Number of Customers
Interrupted.” The downward trend in CAIDI indicates the Company is restoring
power slightly more quickly when an outage occurs. Notwithstanding this trend, it is
important to note that as the Company adds sectionalizing to reduce the total number
of customers affected by a single outage, the duration of the outage, or CAIDI, for the
smaller number customers experiencing the outage may increase because Kentucky
Power no longer can use “step restoration” to restore a portion of the customers
experiencing the outage.

SAIFI (System Average Interruption Frequency Index) indicates how often the
average customer experiences a sustained interruption on an annual basis, and is
defined as the “Summation of the Total Number of Customers Interrupted” divided by
the “Total Number of Customers Served.” More plainly stated, it indicates the
average number of times a system customer experiences an outage during a year.
Again, the number is less in 2016 than it was in 2014.

By monitoring these metrics over an extended period of time, the Company
can determine if its reliability efforts are improving reliability or if the strategy needs
to be modified to improve the results.

WHY DOES KENTUCKY POWER USE THE IEEE 1366-2012 STANDARD TO

REPORT RELIABILITY METRICS?
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The Commission completed an in-depth evaluation of the reliability reporting
practices in Kentucky in Case No. 2011-00450 and ordered the use of the IEEE 1366-
2012 Standard (including the use of SAIDI, SAIFI and CAIDI) to evaluate system
reliability performance.

WHAT ARE MAJOR STORM EVENTS AND WHY ARE THEY EXCLUDED
IN TABLE 2?

The IEEE 1366 Standard defines a major event as “an event that exceeds reasonable
design and or operational limits of the electric power system. A major event includes
at least one Major Event Day (MED).” A MED is defined as “a day in which the daily
system SAIDI exceeds a threshold value, Tyep. For the purpose of calculating daily
system SAIDI, any interruption that spans multiple calendar days is accrued to the day
on which the interruption began. Statistically, days having a SAIDI greater than Tyep
are days on which the energy delivery system experienced stresses beyond that
normally expected (such as severe weather).” The IEEE standard uses an accepted
statistical approach to determine when it is appropriate to exclude a major event. By
excluding major storm events, which by definition are storm events that exceed
reasonable design or operational limits, the Company is able to give the Commission a

clearer picture of the progress being made to improve reliability.

CUSTOMER RELIABILITY EXPECTATIONS

WHAT ARE KENTUCKY POWER’S RESIDENTIAL CUSTOMERS’
RELIABILITY EXPECTATIONS?
The results from the 2016 Kentucky Power Company customer survey performed by

The MSR Group show 32.6 percent, or nearly one-third of residential customer
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respondents, believe their service reliability expectations will increase over the next
five years. In the same survey, 59 percent of residential customers indicated they
expected their service reliability to stay at approximately the same level over the next
five years.

Similarly, the results show that 29.3 percent of commercial customer
respondents believe their service reliability expectations will increase over the next
five years, and 61.8 percent of commercial customers anticipated their service
reliability will stay at about the same level over the next five years. See Exhibit EGP-
1 — Customer Reliability Expectations for a summary of the results.

The increased expectations are driven by the growing dependence by all
customer groups on electronic technology. Customers today are becoming more
sensitive to interruptions. As a result, any interruption is now more likely to be
perceived by customers as degradation in service reliability.

HOW DOES KENTUCKY POWER USE THIS DATA TO PLAN FOR
FUTURE DISTRIBUTION SYSTEM RELIABILITY IMPROVEMENTS?
Kentucky Power Company values the input of its customers and strives to meet their
expectations. The Company recognizes customer expectations can change over time,
and Kentucky Power needs to stay customer-focused to ensure the distribution system
evolves to meet customer expectations. The Company uses customer survey data in
all facets of process improvement, including maintenance programs and future
reliability investment.

Customer satisfaction, reliability performance, and investment are like the

three-legged stool, and need to be balanced. That is, while striving to meet customer
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expectations by making investments, the Company focuses its efforts on the most

cost-effective measures.

KENTUCKY POWER’S RELIABILITY PROGRAMS

HOW DOES KENTUCKY POWER MAINTAIN RELIABILITY ON ITS
DISTRIBUTION SYSTEM?
Kentucky Power uses a combination of programs to maintain its distribution
infrastructure. These programs are designed to reduce the number of service
interruptions and to minimize their impact on customers. The Company’s
distribution management programs can be divided into three major categories:

1) Distribution Asset Management;

2) Major Distribution Reliability and Capacity Additions; and

3) Kentucky Power’s Distribution Vegetation Management Program.
Distribution Asset Management and Major Distribution Reliability and Capacity
Additions are described immediately below.  The Distribution Vegetation
Management Program also is briefly described, but a more comprehensive
presentation is provided later in my testimony.
PLEASE DESCRIBE KENTUCKY POWER’S DISTRIBUTION ASSET
MANAGEMENT PROGRAMS.
The Distribution Asset Management Programs are designed to maximize the
efficiency of expenditures and optimize system performance. Kentucky Power has
ten Distribution Asset Management Programs. The programs and their distribution

system roles are:
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Overhead Circuit Facilities -- Inspection and Maintenance Program:

Every two years Kentucky Power visually inspects its overhead facilities
to identify and correct potential problems before they can lead to an
outage or cause a hazardous situation for the public. Through identifying
and repairing such potential problems, Kentucky Power’s customers
experience safer service with fewer service interruptions.

Animal Mitigation Program: The objective of this Asset Management

Program is to reduce the number of animal-caused outages by installing
animal guards on line transformers and other line equipment including
distribution lines connected to substations at locations that have had, or
potentially may have, a high risk of animal-caused outages.

Capacitor Inspection and Maintenance Program: The purpose of this

program is to inspect and maintain all fixed and switched capacitor
installations to ensure these devices function properly. Capacitor
installations provide voltage support throughout the Kentucky Power
service territory and are a critical component in the implementation of
Volt/VAR Optimization, which improves the energy efficiency of the
Company’s distribution system.

Underground Facilities Inspection and Maintenance Program: Every

two years Kentucky Power visually inspects the external, above-ground
portions of underground distribution facilities to identify and correct

problems before they can cause an outage. Through these inspections,
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Kentucky Power identifies and repairs items such as transformers,
pedestals, and switchgear.

Pole Inspection and Maintenance Program: This program maintains and

prolongs the mechanical integrity of Kentucky Power’s wood poles. As
necessary, poles are treated, treated and reinforced, or replaced. This
program helps Kentucky Power identify and replace poles that might
otherwise fail and cause power interruptions. During 2016, the Company
replaced 340 poles, including most of the 270 poles identified for
replacement during the inspections, and treated 2,341 poles.

Recloser Maintenance / Replacement Program: The Company performs

preventive maintenance on reclosers, and replaces, as needed, recloser
units that are not operating properly. When a recloser device senses a
fault, the device will automatically open and allow a brief period for the
cause of the fault to clear from the line. The reclosing equipment will
then automatically re-energize the circuit. A recloser that does not open
and close properly can turn a momentary interruption into a sustained
interruption of service, or result in an interruption to more customers than
necessary. In 2016, 176 reclosers were replaced as part of this program.

Overhead Conductor Program: This program minimizes primary and

secondary conductor failures by replacing overhead conductors that show
signs of wear. Targeted areas are identified using historical reliability
data, and also include areas with an abnormal number of splices

identified through the overhead facilities inspection program.
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Underground Cable Program: This program corrects underground

primary cable deficiencies by restoring the integrity of cable through
either cable injection or cable replacement. As is the case with Kentucky
Power’s Overhead Conductor Program, this program targets areas
experiencing circuit interruptions and lessens the likelihood of future
interruptions to our customers.

Lightning Mitigation Program: This program reduces the number of

lightning-caused outages through the installation of new lightning
arresters at locations known to be prone to lightning-caused outages.

Sectionalizing Program: This Asset Management Program improves the

reliability of Kentucky Power’s distribution circuits by adding new, or
modifying existing, sectionalizing devices. These sectionalizing devices
may be manual pole top switches, automatic devices such as reclosers,
automatic switches, or fused cutouts. The addition of manual switches
where warranted allows the outage duration to be lessened for the
customers served by the unaffected portions of the circuit that can be re-
energized. Fused cutouts or reclosers work to remove a faulted section of
the circuit from service and prevent the entire circuit from experiencing a
sustained outage. This enhanced sectionalizing capability results in
smaller circuit segments and fewer customers being interrupted after

faults occur on distribution circuits.

PLEASE DESCRIBE KENTUCKY POWER’S MAJOR DISTRIBUTION

RELIABILITY AND CAPACITY ADDITION PROGRAM.
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Kentucky Power identifies areas where the increasing or shifting demand for
electricity is approaching the limit of the distribution system’s existing load capacity.
These specific projects re-conductor portions of the existing distribution circuits or re-
configure portions of a circuit. The expansion of the distribution system to serve new
customers may also result in the upgrade or replacement of distribution facilities to
maintain and enhance reliable service to Kentucky Power’s customers. The
Reliability category in Table 3 below details these costs.

BRIEFLY PROVIDE AN OVERVIEW OF KENTUCKY POWER’S 2015
DISTRIBUTION VEGETATION MANAGEMENT PROGRAM.

Kentucky Power’s vegetation management practices are conducted in accordance
with standards established by the American National Standards Institute (“ANSI”),
the Occupational Safety and Health Administration (“OSHA”), and the National
Electrical Safety Code (“NESC”). These standards govern pruning and removing
trees; safety and worker protection; work clearance and training requirements; and
safety clearance guidelines.

The Company is currently implementing a Commission-approved strategy to
transition Kentucky Power’s Distribution Vegetation Management Program from a
performance-based program to a five-year cycle-based approach. The Kentucky
Power service territory is located in an area with rugged terrain and dense forests
(Compare Exhibit EGP-2 to Exhibit EGP-3). Of all of the areas within the
Commonwealth, Kentucky Power has the most difficult and challenging terrain,
which requires more frequent maintenance to ensure consistent reliability

throughout the Company’s service territory. Once fully implemented, the cycle-
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based Plan is expected to improve tree-related distribution circuit reliability further
through more frequent re-clearing of rights-of-way. Later, I provide more detail

concerning the Company’s 2015 distribution Vegetation Management Program.

CAPITAL INVESTMENT

PLEASE SUMMARIZE THE YEARLY DISTRIBUTION CAPITAL COSTS
SINCE SEPTEMBER 30, 2014 (THE TEST YEAR USED IN THE COMPANY’S
LAST BASE RATE CASE.)

The total capital Plant-In-Service installed since September 30, 2014 was
$92,482,663. Details are provided in Table 3 below.

Table 3 - Kentucky Power 2014-2016 Plant-In-Service Capital Costs

2014 2017
Category (Oct.- 2015 2016 (Jan.- Total*
Dec.) Feb.)
Asset Improvement | $4,282,812 | $11,521,177 | $11,831,279 | $2,389,807 | $30,025,075
Customer Service $3,955,730 | $12,292,677 | $11,943,357 | $1,468,891 | $29,660,655
Forestry $1,301,729 | $5,699,748 | $3,718,526 $719,584 | $11,439,587
Other $0 $0 $69,758 $0 $69,758
Reliability $1,636,131 | $5,194,087 | $5,103,175 | $1,486,568 | $13,419,961
System Restoration $501,694 $3,580,284 | $3,442,652 $342,997 $7,867,627
Total $11,678,096 | $38,287,973 | $36,108,747 | $6,407,847 | $92,482,663

*Total additions since 9/30/2014 (end of test year in Case 2014-00396) through 2/28/2017

PLEASE EXPLAIN EACH OF THE CAPITAL PROJECT CATEGORIES.

Kentucky Power each year completes a significant number of capital projects of
varying degrees of complexity and dollar value. The majority of capital projects
completed by Kentucky Power can be classified under one of six general categories.
The general capital project categories are:

1. Asset Improvement: Asset Improvement projects include replacement of

obsolete equipment and other aging infrastructure, as well as the addition
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of new assets that support projects associated with smart grid such as the
Distribution Automation — Circuit Reconfiguration technology. This
technology automatically reconfigures distribution circuits during fault
conditions to minimize the impact of outages to the fewest number of
customers. Kentucky Power applies this technology to both line and
station equipment. This project category also has a significant impact on
reducing the duration of customer outages and improving customer
reliability.

Customer Service: These projects support new customer facilities, and

include upgrading existing customer facilities, meter installations, and
other customer requirements.

Forestry: Forestry capital projects generally involve widening of rights-
of-way, the removal of trees greater than 18 inches in diameter within or
outside the rights-of-way, as well as the removal of “cycle buster trees.”
“Cycle Buster Trees” are trees greater than 18” in diameter that must be
trimmed or removed before the circuit is due for its next cycle.
Reliability: Reliability capital projects are specific projects that target
known reliability issues affecting both groups of customers and entire
circuits. These projects may also be used to add capacity to the system,
and include new circuits or stations, additions to existing facilities, and
replacing existing assets with higher capacity assets such as re-
conductoring an existing line with an increased conductor size. A recent

example of a reliability project is the new Haddix-Troublesome Creek
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Circuit. Prior to the Haddix-Troublesome Creek Circuit being placed in
service on January 18, 2017, the customers now served by it were served
by the Haddix-Quicksand Circuit. The former Haddix-Quicksand Circuit
was 213 line miles in length and served 2,017 customers. The new
Haddix-Troublesome Creek project reduced the length of the Haddix-
Quicksand Circuit by 45% to 116 line miles and reduced the number of
customers receiving service on the Haddix-Quicksand Circuit by almost
50% to 1,045 customers. The new Haddix-Troublesome Creek Circuit is
97 line miles and serves 972 customers. Reducing the circuit length and
the number of customers served by a single circuit limits the impact from
an outage and assists in restoring service more quickly.

Another example of a specific reliability project is the Cutout
Replacement Project. Cutouts are identified for replacement because
they may crack and fail during repeated freezing and thawing over time.

System Restoration: These projects replace assets that have failed.

Capital projects completed during service restoration are typical system
restoration projects, and include replacing poles, re-conductoring full
length spans, and replacing transformers damaged during a storm or
weather-related event.

Other: These include miscellaneous projects, as well as distribution
projects that support other business units. These include distribution

upgrades made in response to a transmission system change.
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OPERATION AND MAINTENANCE EXPENSE

WHAT WAS THE KENTUCKY POWER DISTRIBUTION OPERATION
AND MAINTENANCE EXPENSE FOR THE TEST YEAR?

Kentucky Power’s unadjusted, actual Distribution Operation and Maintenance
Expense for the Test Year ending February 28, 2017 was $49,901,372.

HOW DOES THE TEST YEAR DISTRIBUTION OPERATION AND
MAINTENANCE EXPENSES COMPARE WITH HISTORICAL LEVELS
FOR KENTUCKY POWER?

Table 4 provides the Distribution Operation and Maintenance expenses for 2014

through 2016 and the test year.
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General Category 2014 2015 2016 Test Year
Asset Improvement $4,878,026 $4,583,901 $4,716,346 $4,683,735
Customer Service $780,646 $400,151 $701,125 $861,379

Forestry $17,567,439 | $23,067,891 | $27,774,545 | $28,259,445
Other $4,925,328 $5,745,071 $5,375,592 $5,061,171
Amortization of Major | g4 (o8 444 | $3.563,822 | $2.429.200 | $2,429,200
Storm Deferral
Reliability $551,598 $475,412 $402,309 $422,326
System Restoration $11,643,120 | $9,530,008 $8,073,649 $8,184,116
Grand Total $45,044,601 | $47,366,256 | $49,472,766 | $49,901,372
PLEASE DESCRIBE THE MAJOR COMPONENTS OF

DISTRIBUTION O&M EXPENSES INCLUDED IN THE TEST YEAR.

The largest Operation and Maintenance expense of the Test Year is the Forestry
expense in connection with the implementation of the Company’s Distribution
Vegetation Management Plan approved by the Commission in Case No. 2014-
00396. This level of Forestry expense is expected to continue until Task 1 and Task
2 work (described below) is completed.

The System Restoration expense can vary from year-to-year, and is largely
dependent on weather events during a particular year. The Customer Service
Operation and Maintenance expenditures support customer programs and address
customer issues. The Asset Improvement expense represents the Operation and
Maintenance expense associated with capital additions such as the replacement of
poles, towers, fixtures, conductors, line transformers and station equipment. The
other major category is the Amortization of Major Storm Deferral. This reflects the
amortization of regulatory assets related to Major Event Storms that were approved

by the Commission for later review and potential recovery through rates. Company
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Witness Wohnhas addresses this topic in more detail in his testimony. Finally,

“other” contains miscellaneous projects and overheads.

V. VEGETATION MANAGEMENT

EVOLUTION OF THE COMPANY’S DISTRIBUTION VEGETATION
MANAGEMENT PLAN

PLEASE DESCRIBE THE ORIGIN OF THE KENTUCKY POWER’S
VEGETATION MANAGEMENT PLAN.

Prior to July 2010, Kentucky Power employed a performance-based approach in its
distribution vegetation management efforts. With a performance-based approach,
vegetation management work was targeted based on a number of factors, including the
time elapsed since the last vegetation management activity, individual circuit
inspection results, and environmental factors. Initially, resources were targeted to the
areas with the greatest and most immediate vegetation management needs.

In the Company’s 2009 rate case, Case No. 2009-00459, Kentucky Power
proposed increased vegetation management funding to permit the Company to
transition over a five-year period to a four-year cycle-based vegetation management
plan. The Company’s proposed clearing 25% of its distribution system annually
following the conclusion of a five-year transition period. Kentucky Power projected
incremental Operation and Maintenance expenditures of $13.93 million in year one of
the transition period and $16.58 million of Operation and Maintenance expenditures in
year five of the transition period. Kentucky Power also projected increasing the
annual amount of its test year vegetation management capital expenditures by 132%

by year five of the transition period.
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DID KENTUCKY POWER IMPLEMENT ITS 2009 DISTRIBUTION
VEGETATION MANAGEMENT PROPOSAL?

No. The parties to the case agreed to, and the Commission approved, a revised
distribution vegetation management plan (“2010 Vegetation Management Plan”).
Under the 2010 Vegetation Management Plan, the Company’s test year vegetation
management O&M expenditures were increased by $10 million to $17,237,965 in lieu
of the $13.93 million to $16.58 million originally proposed. Kentucky Power
projected that the transition to a four-year cycle with the additional funding (an
additional $10,000,000 annually) provided for under the 2010 Vegetation
Management Plan approved by the Commission would require seven years. The
Company also agreed to increased reporting by Kentucky Power on its distribution
management efforts. The 2010 Vegetation Management Plan and the corresponding
funding were to remain in effect until the Company’s next base rate case.

WHY DID KENTUCKY POWER SEEK TO AMEND ITS 2010 VEGETATION
MANAGEMENT PLAN IN CASE NO. 2014-00396?

At the time the Company filed its 2014 rate case application in December 2014, it had
four and one-half years of experience with the 2010 Vegetation Management Plan.
Based on that experience, the Company determined that the extent of work required to
transition to a four-year cycle was significantly greater than the Company estimated in
2010. For example, Kentucky Power initially projected that approximately 763,000
trees would have to be removed in transitioning to a four-year cycle over the projected
seven years. Yet, during the first four and one-half years of the program the Company

was required to remove over 900,000 trees. Above normal precipitation during the
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first four years of the plan also led to increased work and expense. Finally, Kentucky
Power determined it had underestimated the time and expense required to remove
vegetation from within and in close proximity to its energized facilities. Based on this
experience, Kentucky Power estimated that an additional eighteen months (or until
December 31, 2018) would be required to complete the initial re-clearing (Task 1) of
its distribution system. The Company also determined that it could not wait until the
Task 1 work was completed to begin re-clearing the circuits that were re-cleared at the
beginning of the program. Kentucky Power proposed that beginning in July 2015,
when the requested additional funding would be available if the Company’s request
were granted, Kentucky Power would undertake interim re-clearing cycle (Task 2)
work that would proceed simultaneously with the remaining Task 1 work.

WHAT CHANGES TO THE 2010 PLAN DID KENTUCKY POWER
ORIGINALLY PROPOSE IN ITS APPLICATION IN CASE NO. 2014-003967?
Kentucky Power proposed continuing Task 1 work at a rate of approximately 986
miles per year and at an estimated 2015 cost of $17,605 per mile ($17,358,530 per
year.) The estimated Task 1 cost per mile was based on 2014 January through
September 2014 actual Task 1 costs. The Company also proposed completing 3,112
miles of Task 2 work by the end of 2018. Kentucky Power estimated the average
2015 per mile cost of Task 2 work at $10,563 per mile, or 60% of the per mile cost for
Task 1 work. The 60% cost relationship between Task 1 work and Task 2 was based
upon industry experience for re-clearing on a four-year cycle. Under this schedule,
the Task 2 work would be completed at the same time as the Task 1 work was

scheduled to be completed. Kentucky Power proposed beginning in 2019 the four-
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year maintenance cycle (Task 3) at an estimated cost of $10,004 per mile. This value,
which is approximately 57% of cost of Task 1 work, was based on the Company’s
original estimate that Task 2 work could be accomplished at 60% of the cost of Task 1
work, and then was further reduced to reflect anticipated efficiencies following ramp-
up of operations.

DID KENTUCKY POWER SUBSEQUENTLY AGREE TO AMEND ITS
PROPOSAL TO MODIFY THE COMPANY’S 2010 VEGETATION
MANAGEMENT PLAN?

Yes. Following discovery and settlement negotiations, Kentucky Power and two of
the parties to the case agreed to an amended vegetation management plan. The most
significant amendment was based on the Company’s response to KPSC 3-7. That data
request asked Kentucky Power to project the work schedule and the O&M expense
associated with the adoption of a five-year cycle (in lieu of the originally proposed
four-year cycle) beginning in 2019 for maintenance (Task 3) work. That is, the Task 3
work would comprise a five-year maintenance cycle instead of the four-year
maintenance proposed by the Company in its application.

WHAT WAS THE MODIFIED VEGETATION MANAGEMENT PLAN (2015
VEGETATION MANAGEMENT PLAN”) AGREED TO BY KENTUCKY
POWER AND THE TWO SETTLING PARTIES?

The 2015 Vegetation Management Plan provided for the completion of Task 1 work
by December 31, 2018. The Task 2 work was scheduled to be completed by June 30,
2019. Task 3 work was projected to begin July 1, 2019, at which time Kentucky

Power’s entire distribution system would be re-cleared on a five-year cycle.
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DID KENTUCKY POWER AND THE SETTLING PARTIES AGREE ON
FUNDING FOR THE 2015 VEGETATION MANAGEMENT PLAN?

Yes. Kentucky Power’s 2010 Vegetation Management Plan was funded through base
rates at an annual amount of $17,237,965. The 2015 Plan was to be funded through an
increase in the Company’s annual revenue requirement to $27,661,060 until the
Company began the five-year maintenance cycle on or about July 1, 2019. The
increased funding, and subsequent reduction when Task 3 work was begun discussed
below, were premised upon the Company’s at-the-time untested estimate that the cost
of performing Task 2 work on a five-year cycle would not materially vary from the
60% of the Task 1 cost typical of a four-year cycle. Effective cycle one of the July
2019 billing cycle, which was the estimated date Kentucky Power anticipated
completing Task 1 and Task 2 work, the Company’s rates were to be reduced by
$11,780,408 to reflect the projected reduced costs associated with performing only
Task 3 work. The agreement also contained certain other rate-related provisions that I
discuss later.

DID THE COMMISSION APPROVE THE 2015 VEGETATION
MANAGEMENT PLAN?

Yes. It also required Kentucky Power to obtain Commission approval prior to
modifying its annual projected vegetation management spending (filed October 1 of
the year preceding the implementation of the work plan) on both an aggregate and a
district basis by more than 10%. In practice, as I discuss below, this requirement has
limited the Company’s ability to manage its vegetation management expenditures in

the most cost-effective manner.
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2015 DISTRIBUTION VEGETATION MANAGEMENT PLAN RESULTS

KENTUCKY POWER’S 2015 VEGETATION MANAGEMENT PLAN AS
APPROVED BY THE COMMISSION PROJECTS THAT THE COMPANY
WILL COMPLETE ITS INITIAL RE-CLEARING OF ITS DISTRIBUTION
SYSTEM (TASK 1 WORK) BY DECEMBER 31, 2018. IS KENTUCKY
POWER ON PACE TO MEET THAT TARGET?

Yes. Exhibit 10 to the Settlement Agreement, which forms the basis for the plan,
projected the Company would complete 987 miles of Task 1 work in 2015 and 986
miles of Task 1 work in 2016, for a total of 1,973 miles. During that two-year period,
Kentucky Power completed 2,530 miles of Task 1 work or 128% of the target. As a
result, Kentucky Power projects it will complete its Task 1 work during the first

quarter of 2018. A more complete accounting of the last two calendar years of the

Company’s Task 1 vegetation management work is provided in Table 5 below.

Table 5 - Summary of Vegetation Management Plan Work Completed

o 2015 2016 Total
Description

Task 1 | Task 2 (6 Months) | Task1 [ Task2 | Task1 | Task 2
Miles Completed 1,436 434 1,094 711 2,530 1,145
Brush Cut Acres 1,950 1,130 2,059 | 1,534 | 4,009 2,664
Brush Spray Acres 2,493 279 3,062 778 5,555 1,057
Trees Removed 212,340 31,834 212,118 | 87,427 | 424,458 | 119,261
Trees Trimmed 62,825 14,265 52,046 | 45,622 | 114,871 | 59,887

Further information regarding the 2015 Vegetation Management Plan is provided in

Exhibit EGP-4.
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WILL THE COMPANY BE ABLE TO COMPLETE THE TASK 2 WORK NO
LATER THAN JUNE 30, 2019 AS PROJECTED?

Yes. Table 10 of the Settlement Agreement projected that by December 31, 2016
Kentucky Power would complete 1,142 miles of Task 2 work. During that period,
Kentucky Power completed 1,145 miles of Task 2 work, or an amount slightly above
target. In fact, and as I discuss below, Kentucky Power is proposing to complete its
Task 2 work by December 31, 2018.

CAN YOU PUT THE COMPANY’S 2015 VEGETATION MANAGEMENT
PLAN EFFORTS IN PERSPECTIVE?

In 2015 and 2016, Kentucky Power completed 2,530 miles of Task 1 work. That is
equal to the distance between Ashland, Kentucky and San Francisco, California, with
almost 350 miles left over for a trip to Los Angeles, California. The 3,675 miles of
total 2015 and 2016 combined Task 1 and Task 2 work would stretch from Ashland,
Kentucky to Barrow, Alaska, the northernmost city in the United States, which is
located 320 miles above the Arctic Circle on the Arctic Ocean. Much of this work
was performed in difficult terrain in some of the heavily-wooded topography in the
Commonwealth. See Exhibit EGP-3. Another measure of the Company’s efforts is
that in 2015 and 2016, Kentucky Power removed more than one-half of a million trees
as part of its vegetation management efforts. The 424,000 trees removed as part of the
Company’s Task 1 work alone during this two-year period equals more than 55% of
the total trees the Company projected in 2010 it would be required to remove over the
entire seven-year transition period to a cycle-based program. Finally, during the last

two years, the Company cut over 10.4 square miles of brush; that is equal to an area



10

11

12

13

14

15

16

17

18

19

20

21

22

PHILLIPS- 35

the approximate size of the city of Ashland. In the same period, its combined 20.75
square miles of brush cut or sprayed is equal to approximately 10% of the area of
Boyd County.

EMBEDDED IN KENTUCKY POWER’S BASE RATES BEGINNING JUNE
30, 2015 IS $27,661,060 IN ANNUAL VEGETATION MANAGEMENT O&M
SPENDING. DID THE COMPANY MEET THAT TARGET IN 2015 (WHICH
INCLUDED SIX MONTHS OF THE INCREASED SPENDING) AND 20167
Yes. As illustrated in Exhibit 9 to the Settlement Agreement, Kentucky Power’s
combined Task 1 and Task 2 2015 Operation and Maintenance expenditures for the
twelve months ended December 31, 2015 were projected to be $22,327,777. During
that year the Company’s combined Task 1 and Task 2 Operation and Maintenance
expenditures were $23,067,891 or 103% of the target. For 2016, Kentucky Power’s
projected combined Task 1 and Task 2 Operation and Maintenance spending was
$27,664,598. The Company’s actual Task 1 and Task 2 Operation and Maintenance
spending totaled $27,774,545, or slightly more than the target. Since the
establishment of the 2010 Distribution Vegetation Management Plan, Kentucky
Power’s actual distribution vegetation management Operation and Maintenance
expenditures through December 31, 2016 totaled $129,117,176, or 101% of its target
of $127,563,218.

HAVE THE 2010 AND 2015 DISTRIBUTION VEGETATION MANAGEMENT
PLANS IMPROVED DISTRIBUTION RELIABILITY FOR THE COMPANY’S

CUSTOMERS?
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Absolutely. Kentucky Power’s distribution vegetation management Operation and
Maintenance expenditures focus on re-clearing and maintaining the Company’s rights-
of-way. As a result, the best measure of the effect of Kentucky Power’s vegetation
management efforts is the number of customer interruptions, total customers affected,
as well as customer minutes interrupted, by trees and vines within the Company’s
rights-of-way. As shown on Table 6 below, the number of incidents of customer
interruptions as a result of vines and trees in the Company’s rights-of-way declined
61% from a high of 2,426 in the year ended December 2011 to a low of 943 in the
year ended December 2016.

Table 6 — Summary Of Inside Rights-Of-Way-Related Outages

Minor Cause Year - 12 Number of Total Total pustomer
Code Month Ending Interruptions Customer Minutes
Dec Affected Interrupted
TIR + VIN 2010 2,250 64,360 12,280,664
TIR + VIN 2011 2,427 72,076 16,388,594
TIR + VIN 2012 1,674 43,934 11,369,680
TIR + VIN 2013 1,555 48,099 8,866,856
TIR + VIN 2014 1,462 36,471 8,617,318
TIR + VIN 2015 1,102 30,040 6,236,943
TIR + VIN 2016 943 28,713 5,949,862

Consistent with this trend, the number of customers affected by trees and vines within
the rights-of-way declined 60% from 72,076 in 2011 to 28,713 last year. Finally,
customer minutes interrupted as a result of trees and vines in the rights-of-way, which
measure the total impact of the interruptions, declined from 16,388,594 minutes in
2011 to 5,949,862 minutes in the year ended December 31, 2016. That represents a
64% decrease between 2011 and 2016. These improvements are shown graphically in

the two charts below:
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One point I wish to emphasize is that comparisons between only two years,

particularly two consecutive years, which can be affected by temporary conditions
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such as abnormal weather, can be misleading. The trend over a six-year period, such
as shown in Table 6 and the two charts above, however, is strongly indicative of the
success the Company and its customers are enjoying from the investment in

distribution vegetation management.

DO THE CUSTOMERS INTERRUPTED AND TOTAL CUSTOMER
MINUTES INTERRUPTED VALUES IN TABLE 6 REFLECT OUTAGES

CAUSED BY MAJOR STORM EVENTS?

No. But I am comfortable the severity of outages related to major event storms has
been lessened by the success of the Kentucky Power’s Distribution Vegetation Plan.
For example, a major storm occurred on March 1, 2017 that brought wind speeds of
more than 60 miles per hour to the Company’s service territory. While there were
several outages due to trees and other items from outside the rights-of-way, there were
20 percent less outages due to trees inside the rights-of-way as compared to a similar
storm with similar wind speeds on May 8, 2009. The May 2009 storm occurred prior
to the initiation of the 2010 Vegetation Management Plan.

ARE TREES AND VEGETATION INSIDE THE RIGHTS-OF-WAY THE
ONLY VEGETATION-RELATED CAUSES OF DISTRIBUTION OUTAGES?
No. Trees outside the rights-of-way can fall or slide into the rights-of-way. This is
particularly true of the substantial portions of the Company’s service territory where
the Company’s distribution facilities are located in areas flanked by steep hillsides.
Rights-of-way expansions, and the removal of trees outside the Company’s rights-of-

way, are accounted for as capital expenditures and thus are in addition to the
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Company’s vegetation management Operation and Maintenance expenditures I
discuss above.

HAS KENTUCKY POWER BEEN MAKING CAPITAL EXPENDITURES IN
SUPPORT OF ITS DISTRIBUTION VEGETATION MANAGEMENT
PROGRAM?

Yes. Before I provide the specifics I should note that in addition to expansion of
rights-of-way and the removal of trees outside the Company’s rights-of-way, the
removal of trees within the rights-of-way larger than 18 inches in diameter also is
accounted for as a capital expenditure. With this caveat, Kentucky Power’s forestry
capital (capital expenditures related to vegetation management) for the past seven
years averaged $3.16 million per year and totaled $22.1 million over the same period
as shown in Table 7 below.

Table 7 — Kentucky Power Forestry Capital Expenditures (Millions)

Expenditure Year
2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | Total
$1.3 §1.5 $26 | $34 | $39 | $5.7 | $3.7 $22.1

PLEASE SUMMARIZE THE COMPANY’S VEGETATION MANAGEMENT
EFFORTS TO DATE.

The Company is on target to exceed the goals of its 2015 Vegetation Management
Plan. It anticipates completing its Task 1 re-clearing work within the first quarter of
2018 and thus nine months early. Kentucky Power also projects that it will complete
its interim re-clearing (Task 2) work six months early on December 31, 2018. Most
importantly, as demonstrated by the reliability metric most closely related to the work

undertaken as part of Kentucky Power’s distribution vegetation management plan, the
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Company’s customers have seen a 60% decrease in interruptions related to inside the
rights-of-way trees and vegetation.

THE 2015 DISTRIBUTION VEGETATION MANAGEMENT PLAN
PROJECTS THAT ONCE TASK 1 AND TASK 2 WORK IS COMPLETE,
TASK 3 (MAINTENANCE RE-CLEARING) WORK CAN BE
ACCOMPLISHED AT AN AVERAGE ANNUAL O&M EXPENDITURE OF
$15,880,652. IS THAT PROJECTION STILL VALID?

No. When Kentucky Power estimated the cost of Task 3 work it assumed that Task 2
work, which served as the starting point of the Company’s calculation of the cost of
Task 3 work, could be completed at approximately 60% of the cost of Task 1 work.
The Company’s estimate also was premised upon the expectation that the cost of Task
3 work on a five-year cycle would not materially differ from performing Task 3 work
on a four-year cycle. The Company used the 60% value for Task 2 work, which is
based on the cost of re-clearing on a four-year cycle, because it was the best evidence
available to Kentucky Power at the time. Based on 20 months of experience of
performing Task 2 work, Kentucky Power’s best current estimate is that Task 3 work,
including any cost increases, can be accomplished at an average cost of $13,365 per
mile.

WHY IS THE TASK 3 WORK MORE EXPENSIVE THAN INITIALLY
PROJECTED?

There are multiple reasons. The projected Task 3 costs used in the 2015 Vegetation
Management Plan were estimates based on the Company’s experience in performing

Task 1 work. While made in good faith, the estimates were just that. With the
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experience gained over the 20 months of Task 2 work Kentucky Power is better able
to estimate the re-growth rates after the rights-of-way have been cleared. That
experience indicates that the additional year’s growth inherent in a five-year cycle, as
opposed to the four-year cycle upon which the estimate was made, increases the cost
of the re-clearing work. Kentucky Power now possesses better evidence upon which
to estimate the re-growth rates after the rights-of-way have been cleared, and the
additional costs associated with the additional growth. In addition, the Company has
completed its ramp-up period and has achieved most of the efficiencies to be gained
through experience.

ARE THERE ANY OTHER CAUSES?

Yes. Annual rainfall for eastern Kentucky has been above average every year since
beginning the Plan in 2010. This above average rainfall has led to both a greater
amount of vegetation and faster than anticipated regrowth. Further, when trees are
trimmed, the tree roots that developed to support the original size of the tree before
trimming are left in place. The soil in eastern Kentucky is fertile. When the soil
temperatures and moisture content approach ideal, the tree roots are quite capable of
supporting fast re-growth of the tree branches. As an example, silver maple tree
sprouts may grow up to 15 feet in a single year. A related factor is the amount of
vegetation in Kentucky Power’s rights-of-way is significantly greater than originally
anticipated. For example in 2009, Kentucky Power projected in conjunction with its
2010 Vegetation Management Plan that Task 1 work would involve the removal of

763,000 trees over seven years. Through December 31, 2016, Kentucky Power
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removed 1,344,104 trees — 76% more than originally projected — as part of its Task 1
work and Task 1 work continues.

WILL THE COMPLETION OF TASK 1 WORK ELIMINATE THE
ADDITIONAL COSTS ASSOCIATED WITH THE FERTILITY OF THE
COMPANY’S RIGHTS-OF-WAY?

Only in part. Although the Task 1 work clears the Company’s rights-of-way, the
vegetation is expected to grow back more quickly and in greater abundance than
originally projected. This regrowth in part can be controlled through Kentucky
Power’s post-Task 1 herbicide program, but the fact remains that the Company’s
rights-of-way are capable of supporting larger and denser amounts of vegetation than
otherwise would be anticipated.

DO ANY OTHER FACTORS CONTRIBUTE TO THE HIGHER THAN
PROJECTED TASK 3 COSTS?

Another challenge faced by the Company is the growing customer demand to remove
tree debris. As the Company is re-establishing its right-of-ways, many customers
want the tree debris cleaned up and removed even though the Company guidelines
suggest the debris can remain on the ground in unmaintained areas. The Company is
in the process of working with customers on an as needed basis to address these
customer demands. Although this additional work arises most often in the case of
Task 1 work, it also is increasing the cost of Task 2 and Task 3 work.

PLEASE SUMMARIZE THE COMPANY’S PAST SEVEN YEARS OF
EXPERIENCE WITH ITS 2010 AND 2015 VEGETATION MANAGEMENT

PLANS.
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It is worth emphasizing the Plan has evolved since it originally was designed in 2009
as Kentucky Power built on lessons learned. Based on knowledge and experience
gained each year as the plan has unfolded Kentucky Power has improved its processes
and is better able to estimate costs. Kentucky Power is extremely pleased with the
results achieved for our customers to date, and for the expected improvements in the
years to come. These results in part have come about because of Commission-

approved modifications such as the Company proposes below.

2017 DISTRIBUTION VEGETATION MANAGEMENT PLAN

WHAT CHANGES IS KENTUCKY POWER PROPOSING TO ITS 2015
VEGETATION MANAGEMENT PLAN?
The Company is proposing three modifications:

> Kentucky Power estimates that its Task 1 work will be completed no later than
March 31, 2018, or nine months earlier than originally projected. It also
estimates that Task 2 work will be completed by December 31, 2018. This is
six months earlier than projected in connection with the 2015 distribution
Vegetation Management Plan.

> Kentucky Power proposes reducing, effective Cycle 1 of the Company January
2018 billing cycle, the distribution Vegetation Management Plan O&M
expense in current base rates from $27,661,060 to $21,465,163.

> Kentucky Power also proposes two amendments to its vegetation management
and planning reporting requirements. Neither modification will change the
Company’s overall vegetation management obligation, but will provide the
Company with the flexibility necessary to manage its program in the most cost
effective manner without limiting the Commission’s ability to hold the
Company to its obligations under the program.

EXPLAIN THE BASIS FOR THE COMPANY’S CURRENT ESTIMATE
THAT IT CAN COMPLETE ITS TASK 1 AND TASK 2 WORK BY MARCH

31, 2018 AND DECEMBER 31, 2018 RESPECTIVELY?
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Both estimates are based on the work rates attained by the Company over the past two
calendar years. In addition, during 2017 Kentucky Power anticipates focusing its
vegetation management resources on performing the more expensive Task 1 work. By
doing so, Kentucky Power projects that it will complete 1,334 miles of Task 1 work in
2017 (an increase from the 1,094 miles completed in 2016) at a cost of $23,656,060.
That would leave approximately 144 miles of Task 1 work to be completed in the first
quarter of 2018 at an estimated cost of $2,419,648.

Coincident with the acceleration of Task 1 work, Kentucky Power projects that
it will complete 313 miles of Task 2 work (compared to 711 miles completed in 2016)
at a cost of $4,005,000. That leaves 1,479 miles of Task 2 work to be completed in
2018 at a cost of $19,219,118. By shifting Task 1 resources to Task 2 work as Task 1
work nears completion, Kentucky Power estimates it can increase its Task 2 work rate
and complete the remaining Task 2 work by December 31, 2018.

Based on this schedule, distribution Vegetation Management Plan O&M
expenditures will total $27,661,060 in 2017 as shown on Table 9 below compared to
the total O&M expenditures in base rates of $27,661,060 as approved in Case No.
2014-00396. Under Kentucky Power’s 2017 distribution Vegetation Management
Plan, total distribution Vegetation Management Plan O&M expenditures in 2018 will
total $21,638,766 as shown in Table 9 below.

HOW DOES KENTUCKY POWER PROPOSE TO IMPLEMENT ITS 2017
VEGETATION MANAGEMENT PLAN IF IT IS APPROVED?
After completing Task 2 work no later than December 31, 2018, Kentucky Power will

begin Task 3 (Five-Year Maintenance Cycle) work effective January 1, 2019. The
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number of circuit miles of Task 1, Task 2, and Task 3 work projected to be cleared

beginning in 2018 under the Company’s 2017 distribution Vegetation Management

Plan is shown below in Table 8:

Table 8 — 2017 Vegetation Management Plan Work Schedule

2017 Vegetation Management Work Schedule
2010 | 2011 | 2012 | 2013 2014 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023
Miles
Year 1 345 434 1623
Year 2 942 711 1622
Year 3 866 313 1623
Year 4 831 1479 1622
Year 5 1155 1623
Year 6 1402
Year 7 1094
Year 8 1334
Year 9 144
Program Miles| 345 942 866 831 1155 | 1836 | 1805 | 1647 | 1623 | 1623 | 1622 | 1623 | 1622 | 1623
Task 1 - Initial Re-clear
Task 2 - Interim Re-clear
Task 3 -5 Year Cycle Trim

Q. WHAT ARE THE PROJECTED EXPENDITURE LEVELS REQUIRED TO

FUND THE 2017 VEGETATION MANAGEMENT PLAN?

spending through the completion of the first Task 3 cycle (2023).

Table 9 below sets out the Company’s forecast for Task 1, Task 2, and Task 3
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Table 9 — 2017 Vegetation Management Projected Expenditures

2017 Vegetation Management Projected Expenditures
2017 2018 2019 2020 2021 2022 2023

Funds

Year 1 $21,283,946

Year 2 $21,472,777

Year 3 $4,005,000 $21,688,685

Year 4 $19,219,118 $21,881,312

Year 5 $22,101,559

Year 6

Year 7

Year 8 $23,656,060

Year 9 $2,419,648

Program Funds | $27,661,060 | $21,638,766 | $21,283,946 | $21,472,777 | $21,688,685 | $21,881,312 | $22,101,559

Task 1 - Initial Re-clear
Task 2 - Interim Re-Clear
Task 3 -5 Year Cycle Trim

PLEASE EXPLAIN HOW KENTUCKY POWER CALCULATED THE
AMOUNT OF VEGETATION MANAGEMENT O&M EXPENSES TO BE
RECOVERED THROUGH BASE RATES BEGINNING CYCLE 1 OF THE
COMPANY’S JANUARY 2018 BILLING CYCLE.

Embedded in Kentucky Power’s proposed annual revenue requirement is $21,465,163
in distribution Vegetation Management Plan O&M spending in support of the 2017
Vegetation Management Plan. The amount is equal to the average annual vegetation
management plan O&M spending over the first three complete years (2018-2020) of
the plan. Exhibit EGP-5 provides additional details.

DID THE COMPANY EXAMINE ANY ALTERNATIVES IN LIGHT OF THE
HIGHER THAN FORECASTED TASK 3 COSTS?

Yes. As demonstrated on Exhibit EGP-5, the Company also examined extending the

Task 3 cycle from five years to six years to reduce annual Task 3 Vegetation
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Management Plan costs. The projected average annual savings of $1,616,801 with a
completed six-year cycle, when compared to the projected annual costs for a
completed five-year cycle, are only 7.5 per cent of the completed five-year cycle
average annual costs. The price to be paid for these savings is the risk that the
increased growth between cycles (the average years of growth between maintenance
cycles will increase from 4.94 years of growth to 5.65 years of growth) will produce
increased outages inside the rights-of-way. If so, Kentucky Power and its customers
will be giving back some of the hard-earned reliability improvements purchased over
the past seven years. The aggregate total cost of a complete six-year Task 3 cycle is
$120,413,133. The aggregate total cost of a complete five-year Task 3 cycle is
$108,428,279. Thus, although the annual cost of the six-year cycle is less than the
annual cost of a five-cycle, the extra year of work required for the six-year cycle
means the total aggregate cost of a complete six-year cycle is $11,984,854
(approximately 11 per cent) more than the total aggregate cost of a complete five-year
cycle.

YOU ALSO INDICATE THE COMPANY PROPOSES TWO CHANGES TO
ITS VEGETATION MANAGEMENT REPORTING REQUIREMENTS.
WHAT ARE THEY?

Kentucky Power currently is required to seek Commission approval prior to deviating
more than ten percent from its projected annual vegetation management Operation and
Maintenance expenditures in any of the Company’s three districts, or on a company-
wide basis. The Company proposes to modify the pre-approval requirement for

deviations so that pre-approval is required only when the Company’s overall annual
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expenditures are anticipated to deviate from its forecasted projections by more than
ten percent. Second, the Company currently is required to plan and manage its
vegetation management work and expenditures on two different yearly bases: the
vegetation management year, which runs from July 1 through June 30, and a calendar
year. The Company proposes to manage its vegetation work and expenditures only on
a calendar year basis.

PLEASE EXPLAIN WHY KENTUCKY POWER IS SEEKING APPROVAL
TO ELIMINATE THE REQUIREMENT THAT THE COMPANY SEEK
PRIOR COMMISSION APPROVAL FOR DEVIATIONS OF MORE THAN
TEN PERCENT IN ANY DISTRICT’S ANNUAL PLANNED VEGETATION
MANAGEMENT EXPENDITURES.

Kentucky Power’s vegetation management contractors maintain local crews in each of
its three districts. To the greatest extent possible, the local contractor crews are
assigned to work only in their home district. Doing so limits the extra expense
required to transport crews longer distances to work locations in other districts, to
house and feed the crews where required for out-of-district work, as well as the
productivity lost to longer travel times. Balanced against this is the need to provide
regular work to its contractors’ crews so that the Company’s contractors can retain
their trained and experienced crews. In addition, Kentucky Power sometimes is
required to shift contractor crews to other districts to address unexpected conditions in
a district in which the contractor’s crew is not based. Finally, Kentucky Power

sometimes is required to bring in additional resources in the form of roving crews
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(crews not assigned to a particular district) to address unanticipated conditions or
otherwise to meet its mileage goals.

The additional expenses associated with the use of roving crews, the assignment of
locally-based crews to other districts, as well as other measures required to meet the
mileage targets for each district can result in a more than ten per cent deviation in
planned district expenditures.

HAS KENTUCKY POWER FACED THIS PROBLEM SINCE THE 10%
DISTRICT “TRIGGER” WAS AGREED TO BY THE COMPANY?

Yes, the Company was required to seek a deviation for 2016. In the first quarter of
2016, Kentucky Power recognized that because of differences in vegetation density
among the districts, differences in primary distribution line miles in each of the
districts, and differences in the number of crews required to be added and trained in
each of the districts, its September 2015 work plan for 2016 would result in Kentucky
Power completing the Task 1 work in the Company’s Hazard District well in advance
of the projected completion dates for Task 1 work in its remaining two districts. This
in turn would require, unless the district expenditure targets were modified, the
Company’s contractors to lay-off a portion of their experienced and trained local work
force. Instead of losing these experienced workers, and the hard-earned efficiencies
resulting from that experience, Kentucky Power determined that shifting a portion of
the local workforce from the Hazard District (which had completed 81% of its Task 1
work) to the adjoining Pikeville District (which had completed 64% of its Task 1
work) would allow the Company’s contractors to retain much of their local work force

while enabling the Company’s three districts to complete Task 1 work at



10

11

12

13

14

15

16

17

18

19

20

21

22

23

PHILLIPS- 50

approximately the same time. But doing so would result in deviations of more than
10% from Kentucky Power’s projected vegetation management expenditures for both
the Pikeville and Hazard Districts. Accordingly, in April 2016 the Company sought
(and was granted) authority to increase its projected 2016 Pikeville District vegetation
management Operation and Maintenance expenditures by 11% and to reduce its plan
Hazard District expenditures by 23%.

ARE YOU SUGGESTING THAT THE COMMISSION DID NOT ACT
EXPEDITIOUSLY ON THE COMPANY’S APPLICATIONS?

No. To the contrary, the Commission acted quickly on the Company’s April 2016
request. Nevertheless, while an application is being prepared and pending the
Company may be required to scale back efforts in one district, or postpone ramping up
efforts in the other districts. Equally important, even with its best efforts and closest
scrutiny, the Company may deviate from its district projections by more than 10%.

IS THE COMPANY PROPOSING THAT IT BE PERMITTED TO DEVIATE
FROM ITS ANNUAL WORK PLAN EXPENDITURE TARGET WITHOUT
LIMITATION?

No. Kentucky Power recognizes the Commission’s concern that the Company meet
its overall vegetation management plan spending obligation, particularly where base
rates are specifically designed to provide funding for the work. The Company also
recognizes the Commission should be reasonably informed of any significant
deviations in Kentucky Power’s annual October 1 of the preceding year work plan.
But requiring Kentucky Power to manage annual expenditures on a per-district basis

so as not to deviate more than ten per cent does not appear to be the most efficient
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means of doing so for either the Commission or the Company. Kentucky Power
requires the flexibility to shift funds between districts to meet unanticipated
developments and to ensure it is able to retain an experienced contractor work force.
Kentucky Power requests that the requirement to seek leave to deviate be limited to
those instances where it anticipates deviating on a Company-wide basis by plus or
minus ten per cent ($2,147,000) from the $21,465,163 to be embedded in base rates.
Because the Company will continue to file its work plans and annual reports as
required by the Commission’s June 22, 2015 Order in Case No. 2014-00396, the
Commission can monitor and address any significant disparities on a district basis.
WHY IS THE COMPANY REQUESTING AUTHORITY TO MANAGE ITS
VEGETATION MANAGEMENT PROGRAM ON A CALENDAR YEAR?

The Company requirement was imposed at the request of Kentucky Power. The
provision’s purpose was to allow the Company to align its work and funding with the
mid-year increased funding. Because the requested increased funding for the 2017
plan, if approved, will become effective at the beginning of a calendar year (Cycle 1
of the January 2018 billing cycle), a separate vegetation management year is no longer
required. In addition, Kentucky Power develops work plans and forecasts on a
calendar year basis. This also aligns with other external reporting requirements such

as the FERC Form 1, which are based the calendar year.
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THE ONE-WAY BALANCING ACCOUNT AND THE COMPANY’S
PROPOSED ADJUSTMENT TO ITS TEST YEAR VEGETATION
MANAGEMENT O&M EXPENSES

YOU MENTIONED EARLIER THAT THE SETTLEMENT AGREEMENT
THAT ESTABLISHED THE 2015 VEGETATION MANAGEMENT PLAN
INCLUDED CERTAIN RATE-RELATED PROVISIONS. WHAT ARE THEY?
The 2015 plan also includes a one-way balancing account. Under the 2015 plan, the
total annual vegetation management Operation and Maintenance expenses included in
base rates is $27,661,060 per year. For purposes of the one-way balancing account,
the vegetation management year ends June 30 of each year. Any annual shortfall or
excess in vegetation management Operation and Maintenance expenditures is added
or subtracted, respectively, from scheduled future expenditures. The Company is
required to defer on its books as a regulatory liability any annual shortfall. Any over-
expenditure is credited to following years’ obligations, but otherwise is not
recoverable by the Company.

DID THE SETTLEMENT AGREEMENT AS APPROVED BY THE
COMMISSION MAKE FURTHER PROVISION FOR THE ONE-WAY
BALANCING ACCOUNT?

Yes. If Kentucky Power’s cumulative vegetation management Operation and
Maintenance expenditures for the four vegetation management years ended June 30,
2019 totaled less than $110,640,240 ($27,661,060 multiplied by four vegetation
management years), the shortfall is required to be refunded to the Company’s
customers or used to reduce the Company’s revenue requirement in the next base rate

case filed after that date.
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WHAT IS THE BALANCE OF THE ONE-WAY VEGETATION
MANAGEMENT OPERATION AND MAINTENANCE BALANCING
ACCOUNT?
There has only been one complete vegetation management year since the one-way
balancing account was established effective July 1, 2015. For the 12 months ended
June 30, 2016, Kentucky Power Power’s Operation and Maintenance expenses of
$27,747,265 were $86,205 above target. For the 20 months ended February 28, 2017,
Kentucky Power’s distribution vegetation management Operation and Maintenance
expenditures totaled $45,969,144 or 99.71% of the amount required under the 2015
vegetation management plan. This $132,623 difference for the first 20 months of the
2015 Vegetation Management Program represents slightly less than one day of
vegetation management program O&M spending. Kentucky Power anticipates it will
continue to meet its projected spending targets.
DID THE 2015 SETTLEMENT AGREEMENT INCLUDE ANY ADDITIONAL
RATE-RELATED FEATURES?
Yes. The agreement also provided that upon the completion of Task 1 and Task 2
work, and the initiation of Task 3 work (which the Company estimated would be
approximately the first billing cycle of the July 2019 billing), certain of the
Company’s base retail rates would be reduced by an annual amount of $11,780,408.
Specifically, the agreement provided:
Beginning cycle 1 of the July 2019 billing cycle, which is the approximate
date the Company anticipates commencing the five-year maintenance
cycle, and until the Company’s base rates are established in the first base
rate case after June 30, 2019, the Company shall reduce the base retail

rates for those tariff classes with primary and secondary service offerings
by $11,780,408. The reduction shall be allocated solely to tariff classes
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with primary and secondary service offerings, and in the same fashion as
the $11,655,900 increase in revenue requirements to fund the Distribution
Vegetation Management Program described in this paragraph 8 was
allocated, as shown on EXHIBIT 9.

The purpose of the provision was to allow the customers to capture without the
necessity of a new rate proceeding the O&M savings following the transition in July
2019 to Task 3 only work. That is no longer required as a result of this filing.
Kentucky Power proposes to reduce its rates effective Cycle 1 of the January 2018
billin cycle. As a result, O&M expenses are being reduced 24 months early, although

the reduction is less than was forecast in 2015.

VI. SMART GRID

PLEASE DESCRIBE “SMART GRID” INVESTMENTS.

Smart grid technology uses advanced information tools to improve the efficiency,
reliability, and safety of electric distribution system. In its April 13, 2016 order in
Case No. 2012-00428, the Commission directed each utility in the Commonwealth
subject to its jurisdiction to identify its Smart Grid investments in each rate case. The
information provided in this section fulfills the Commission’s directive.

WHAT SMART GRID INVESTMENTS HAVE BEEN PLACED IN SERVICE
SINCE THE LAST BASE CASE?

Kentucky Power installed Volt/Var Optimization technology on 24 circuits. The
Volt/VAR technology is in test operation and energy reductions are being evaluated.
Kentucky Power also installed Distribution Automation Circuit Reconfiguration
technology on nine circuits and is in the process of completing the installation on 19

additional circuits. Kentucky Power utilizes a Distribution Management System that
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includes Supervisory Control and Data Acquisition (“SCADA”) to provide system
analysis of the distribution system. The Data Management System gathers
information from electronic devices in the field, including the Distribution
Automation Circuit Reconfiguration equipment, and integrates it with the mapping
system to provide the status of the automated circuits. It also allows remote operation
of devices on those circuits by dispatchers.

Kentucky Power placed in service approximately $4.1 million in capital
investment in the Volt/VAR Optimization and related smart grid technology since the

last base case. Table 10 is a summary of the Volt/VAR Optimization smart grid

investments.
Table 10 — Smart Grid Plant In-Service
Volt/VAR Optimization Project
o Cost
Description

Circuit Reconfiguration - Line $3,990,143
Circuit Reconfiguration - Substation $19,762
Distribution Capacitors $12,993
Optimization - Line $74,743
Optimization - Substation $33,630

Total $4,131,271

WHAT STRATEGIC PLANS ARE BEING CONSIDERED FOR FUTURE
RELIABILITY IMPROVEMENT?

The electric utility industry is undergoing dramatic and disruptive change that is being
driven by customer choice, advanced technology, resource diversity, and
unprecedented connectivity. This scenario faced the telecommunications industry
twenty years ago, and that industry has changed much since then. Kentucky Power’s

strategy is to modernize the power grid to support a reliable, multi-source energy
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future that will include modern technologies with a focus on building infrastructure
and technology to give customers additional choice about how they use energy. The
goal is to build a more flexible and resilient distribution power grid that will
accommodate local generation of all types, optimize power flows and connect diverse
resources while improving grid reliability.

WHAT SMART GRID TECHNOLOGIES ARE BEING CONSIDERED BY
KENTUCKY POWER COMPANY?

The Smart Grid technologies being considered include:

. Automated Meter Infrastructure

. Volt/Var Optimization

. Distribution-Automation Circuit Reconfiguration

. Faulted Circuit Sensors

. Sensors for Data Collection and fault locating

. Distributed Energy Resources (Renewable, Non-renewable, and Energy

Storage) to support isolated rural areas during major outages

WHAT OTHER SMART GRID PROJECTS ARE BEING CONSIDERED BY
THE COMPANY TO MODERNIZE ITS DISTRIBUTION GRID AND
FURTHER ENHANCE RELIABILITY?

The Company is examining projects to extend transmission lines to remote areas and
build additional substations and circuits to provide more robust and reliable service to
those remote areas. Additional smart gird projects, such as distribution automation
circuit reconfiguration technology, can be used in connection with these projects to

provide circuit ties between the new and existing circuits to provide back-up sources.
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VIl. CONCLUSION

PLEASE SUMMARIZE YOUR TESTIMONY.
The Company remains committed to establishing and maintaining a five-year
vegetation maintenance cycle for distribution circuits. Since the conception of the
Vegetation Management Plan, Kentucky Power has improved and developed the
plan based on the knowledge gained in conducting cycle-based vegetation
management operations in the challenging terrain found in Kentucky Power’s
service territory. Kentucky Power also has worked to limit costs and to deploy its
resources in a cost-effective fashion. At the 23-month mark since the 2015 Plan was
implemented, Kentucky Power anticipates completing Task 1 and Task 2 work
ahead of schedule.

The Company also recognizes it must look beyond the completion of the
Plan to identify new opportunities for reliability improvement, and develop a
strategy going forward that will serve the needs and expectations of our customers.
DOES THAT CONCLUDE YOUR DIRECT TESTIMONY?

Yes.



Kentucky Power Customer Satisfaction

2016 RESIDENTIAL CUSTOMER SATISFACTION STUDY
SURVEY FIELDED/MANAGED BY THE MSR GROUP, INC.
METHODOLOGY: BLEND OF PHONE BASED AND ONLINE SURVEYS

KENTUCKY POWER SUMMARY DATA: RELIABILITY, RELIABILITY EXPECTATIONS

Exhibit EGP-1
Page 1 of 1

KENTUCKY POWER'S PERFORMANCE TOTAL TOTAL POOR
PROVIDING YOU ELECTRICITY EXCELLENT AND | JUST OKAY | AND TERRIBLE
WITHOUT INTERRUPTION GOOD RATINGS | RATINGS RATINGS
Residential (n=605) 79.3% 13.6% 7.1%
Commercial (n=591) 83.1% 11.7% 5.2%
[THINKING ABOUT YOUR
EXPECTATIONS RELATED TO HAVING
RELIABLE ELECTRIC SERVICE, HOW STAYED
HAVE YOUR EXPECTATIONS TOTAL ABOUT THE TOTAL
CHANGED OVER THE PAST FIVE INCREASED SAME DECREASED
Residential (n=592) 29.7% 58.6% 11.7%
Commercial (n=576) 28.5% 60.1% 11.5%
HOW DO YOU THINK YOUR STAY
EXPECTATIONS WILL CHANGE OVER TOTAL ABOUT THE TOTAL
THE NEXT FIVE YEARS? WILL INCREASE SAME WILL DECREASE
Residential (n=525) 32.6% 59.0% 8.4%
Commercial (n=526) 29.3% 61.8% 8.9%
HOW HAS KENTUCKY POWER
PERFORMED REGARDING YOUR TOTAL TOTAL POOR
EXPECTATIONS OF THEM DELIVERING | EXCELLENT AND | JUST OKAY | AND TERRIBLE
RELIABLE ELECTRIC SERVICE? GOOD RATINGS | RATINGS RATINGS
Residential (n=606) 72.6% 22.4% 5.0%
Commercial (n=591) 67.0% 28.9% 4.1%
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Exhibit EGP-2: Map of the KPCo Service Area
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Exhibit EGP-3: Forest Land Distribution for State of Kentucky
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Exhibit EGP-4
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STITES&HARBISONPLLG RECED
T eeee——
ATTORNEYS AD k 421 West Main Street
I.:. i I Frankfort, KY 40601

[502] 223-3477
PU . [502] 223-4124 Fax

March 31, 2015

Mark R, Overstreet
(502) 209-1219
(502) 223-4387 FAX
Jeff R. Derouen moverstreet@stites.com

Executive Director

Public Service Commission
211 Sower Boulevard

P.O. Box 615

Frankfort, KY 40602-0615

RE: Kentucky Power Company’s 2012 Vegetation Management Report Filed In
Conformity With Commission’s June 28, 2010 Order in Case No. 2009-00459

Dear Mr. Derouen:

Please find enclosed and accept for filing the original and ten copies of Kentucky Power
Company’s 2014 Vegetation Management Report. 1t is being filed in accordance with the
Commission’s June 28, 2010 Order in Case No. 2009-00459 and paragraph 5 of the Settlement
Agreement approved by that order.

A copy is being served on the Attorney General.

Please do not hesitate to contact me if you have any questions.

Vefy trily yours,

Mark R. Overstreet

MRO
ce: Jennifer B. Hans (with enclosure)

www.stites.com
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March 31, 2015

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

REPORT OF KENTUCKY POWER COMPANY
IN CONFORMITY WITH PARAGRAPH 5(d)
OF THE UNANIMOUS SETTLEMENT AGREEMENT,
APPENDIX A TO THE COMMISSION ORDER IN
CASE NO. 2009-00459

DATED JUNE 28, 2010

RECEIVED
MAR 31 2015
PU ICE
C(.m...:laalOf‘l
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In accordance with the Public Service Commission’s Order dated June 28, 2010, in Case No.
2009-00459, Kentucky Power compiles the following report regarding its distribution Vegetation
Management (VM) Program for the 2014 calendar year:

System Performance for Tree Inside Right-of-Wav (SAIKIL, CAIDI, and SAIDD

The first table of reliability information includes Kentucky Power’s overall system performance.
The second table includes Kentucky Power’s system performance for outages comprised of Tree
Inside Right-of-Way. These tables include reporting indices for System Average Interruption
Frequency Index, the Customer Average Interruption Duration Index, and the System Average
[nterruption Duration Index for the reporting period, known to the industry as SAIFI, CAIDI,
and SAIDI, respectively. Kentucky Power has included these system performance numbers,
excluding major events as defined by IEEE standard 1366, for the past five years.

Table 1: Five year reporting indices for all outage cause codes

Year SAIFI | CAIDI | SAIDI

2010 24701 169.39 418.40
2011 3.0854 195.38 602.84
2012 24174 189.46 4357.99
2013 2.1442 178.49 382,71
2014 23736 | 212.88 505.29

Table 2: Five year reporting indices for only Tree Inside Right-of-Way outage cause code

Tree Inside Tree Inside Tree Inside

YEAR Right-of-Way | Right-of-Way | Right-of-Way

SAIFI CAIDI SAIDI
2010 0.3707 190.7 70.68
2011 0.4192 227.4 95.32
2012 0.2562 258.8 06.31
2013 0.2815 184.3 51.88
2014 0.2154 236.3 50.89
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Table 2 illustrates an improving trend in the company’s reliability indices for tree inside the
ROW over the last five years. This improvement, in large part, can be attributed to the
improvements in the Vegetation Management Program over the last four and one half years.

2014 Distribution Vegetation Management Work by Circuit

See Attachment 1 for vegetation management work performed on each distribution circuit for
2014, The items reported are re-clearing miles completed, acres of brush cut, acres of brush
sprayed, tree growth regulator (soil injection), trees removed, and trees trimmed.

2014 Distribution Operation & Maintenance VM Work by Circuit

See Attachment 1 for the total expenditures for vegetation management work on each
distribution circuit in 2014. RWM, AEP’s software program for tracking vegetation work and
expenditures, does not separately account for O&M and Capital expenditures on a circuit-by-
circuit basis. Therefore, the costs in Attachment 1 represent the total O&M and Capital
expenditures for each circuit in 2014.

2014 Distribution Vegetation Management Plan — Additional Information

Kentucky Power’s 2010 Distribution Vegetation Management Program changed mid-year 2010
from a performance-based maintenance program to a full-circuit maintenance program aimed at
moving the Company’s VM Program to a cycle-based approach.

In 2014, 1,108 miles of line were re-cleared; Kentucky Power’s goal was to re-clear 1,008 miles

of line. This was 100 additional miles of completed circuit re-clearing. Please see the Summary
of the 2014 Kentucky Power Distribution Vegetation Management Program found on page 4 and
5 of this report for further explanation.

The total 2014 O&M expenditures for the VM Program were $17,567,439, or $329,474 above
the $17,237,965 provided for in the May 19, 2010 Unanimous Settlement Agreement:
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Total 2014 VM O&M $ 17,567,439
Settlement Agreement Paragraph 5(a) $ 7,237,965
Settlement Agreement Paragraph 5(b) $ 10,000,000
Total Settlement Agreement $ 17,237,965
AMOUNT SPENT ABOVE THE AGREEMENT | § 329,474

Vegetation Management Program Re-Clearing Update (Since July 2010)

This report marks four and one-half years into the originally projected seven year period for the
initial re-clearing of Kentucky Power’s distribution system. Under the May 19, 2010 Unanimous
Settlement Agreement, Kentucky Power committed to spend during this four and one-half year
period $77,736,138 for vegetation management O&M, and invest $9,180,000 in forestry capital.
During this same period, Kentucky Power spent $78,274,740 in O&M and $11,967,406 in capital
for its Vegetation Management Program. Approximately 52% of the Kentucky Power’s
distribution system has been re-cleared since July of 2010.

Since July of 2010, the O&M expenditures have produced the following results: 319,889 trees
trimmed, 7,806 acres of brush cleared, 10,437 acres sprayed to help control vegetation, and
1,058,096 trees removed. During this time period, Kentucky Power has encountered two main
obstacles. First, Kentucky Power found that it significantly underestimated the amount of
vegetation in and around its energized facilities. The additional vegetation has increased the cost
and time necessary for clearing the facilities. Second, it took much longer than originally
anticipated to safely and productively increase the vegetation management workforce to full
staffing levels. As aresult, Kentucky Power is slightly over the halfway mark in re-clearing its
circuits and is behind schedule.

Since July of 2010, Kentucky Power’s VM Program has provided benefits to its customers.
Over the last four and one half years, the number of tree inside ROW outages (excluding major
event days) have been reduced by approximately 40%, while the customer minutes of
interruption associated with these events have been reduced by about 47%.



Exhibit EGP-4
Page 6 of 48

KPSC Case No. 2009-00459
In Conformity with Paragraph 5(d)
Of the Unanimous Settlement Agreement

Page 4 of 5
Filed March 31, 2015
. - wofInterruptions Tree nsideROW- | | ‘Veg Insidé ROW = Customer
b 00 = TRl RS —_ : Minutes of Interruption (CMI)
3,300 1 18,000,000 et Pt ;
Hra e o a
.2100 - 116,000,000 :
i 1 e i —_—
1,900 11::000.000 :
A 12,000,000 - 5
400 10,000,000 =
1,500 1 518,000,000 -
30— 6,000,000, +——————— - ——
- 2009 201042011 2012 ©-2013 - 2014 Ut - 2009 2010-412011° 2012 2013 2014
—_o-:ﬂ,lnl'e.u"up!'it‘:‘nr'-' T elnsideRoW 1 —e—Tree Inside ROW - Cust Min of Interruption (e
e |gtg_rrﬁpi_idgl§;- Tree liiside ﬁpw‘:l'rgﬁg ] ——CMiI Trend ! ¢ -

Summary of the 2014 Kentucky Power Distribution Vegetation Management Program

The O&M spending target for 2014 was $17,237,965 and the forestry capital spending target was
$2,550,000. Total O&M expenditures for the VM program were $17,567,439 or $329,474 more
than the target amount. The forestry capital expenditures were $3,901,140 or $1,351,140 more
than the target amount. These additional capital funds were utilized to remove trees larger than
18 inches in diameter, widening rights-of-way, and for tree growth regulator applications (soil
injections). The total expenditures for the VM Program were $21,468,579. This exceeded the
total spending target for O&M and forestry capital by $1,680,614. See attachment 2 for further
explanation of each districts 2014 vegetation management recap.

Costs included in the totals above that were not allocated on a circuit-by-circuit basis include:
Internal Labor & Fleet, unscheduled hotspot maintenance, trouble restoration work, tree ticket
investigation, contract foresters, tree contractor’s field supervision, incentive program for tree
contractor’s employees, and contract clerical work.

The 2014 VM re-clearing plan identified 1,008 miles for full-circuit re-clearing, and 1,108 miles
(110%) were re-cleared. The additional 100 miles of completed re-clearing addressed circuits to
be re-cleared beginning in 2015, or that were slated for re-clearing in 2014-2015. The VM plan

also included 2,545 acres to be sprayed in 2014, and 2,591 acres (102%) were sprayed.

“Approximately fifty-two percent of our distribution system has been re-cleared since July of
2010. Given the present budget, the Company estimates that approximately 8 2 years to
complete the initial re-clear of all distribution circuits and migrate to a four-year cycle. This
estimate moves the targeted completion date to late 2018.
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Kentucky Power Company has continued to review its Vegetation Management Program
processes to complete the re-clearing cycle in a safe, cost-efficient, and effective manner.

Revised Kentucky Power Company’s 2015 Distribution Vegetation Management Plan

Kentucky Power modified its 2015 Vegetation Management Plan to reflect anticipated efficiency
improvements and the fact it was able in 2014 to re-clear 100 circuit miles scheduled for re-
clearing in 2015 or 2014-2015. The revised plan will continue to focus on full circuit re-
clearing.

The revised 2015 Vegetation Management Plan work and expenditures on a per district basis are:

2015 KENTUCKY POWER DIST