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Table 2. Natural Gas and Coal Prices in 2016 IRP and 2019 IRP, in 2018 $

_ Nat. Gas TCO - Delivered Iinois Basin Coal ~ PRB Coal
2016 IRP 2019 IRP 2016 IRP 2019 IRP 2016 IRP_ 2019 IRP
2019 496 3.07 42.00 4294 1743 1243
2020 497 3.20 4399 39.87 19.36 12.37
2021 4.98 3.19 4297 3881 2026 12.34
2022 5.03 3.26 4198 38.79 20.38 12.36
2023 5.04 338 4103 3886 1836 12.36
2024 5.13 345 4363 39.39 18.73 1237
2025 5.22 356 44.41 39.77 19.65 12.38
2026 5.31 3.64 4291 40.55 2156 12.40
2027 apit 5.42 linda20 4347 41.10 2022 12.44
2028 5.53 3.86 42.13 4094 2042 12.38
2029 5.64 3.88 4055 U403 2329 1221
2030 5.78 391 4151 39.23 2217 1198
2031 5.90 401 4229 37.17 2448 11.58
2032 6.03 4.00 43.90 36.23 25.24 11.53
2033 6.11 404 44 60 3593 2690 1173
2034 6.20 412 44 66 34.06 28.07 1242

Finally, a carbon proxy remains in the forecast, beginning in 2028 at $15/metric ton of CO2
emissions, escalating at 3.5% per annum on a nominal basis. The 2016 forecast assumed costs
associated with COz emissions would begin in 2024, and these costs would start at $3/ton, but
escalate to $20/ton by 2030.

Changes in the load forecast, commodity price forecast, and resource pricing assumptions
have resulted in a resource plan recommendation that is different than the one proposed in 2016.
A key assumption in the 2016 Preferred Plan that is not included in the current IRP was the
extension of the UPA from the Rockport Units (393 MW).

These changes resulted in a 2019 resource plan recommendation that is different than the
one proposed in 2016. Renewable resources in the 2019 Preferred Plan include solar resources
totaling 455 MW by 2034 compared to only 130 MW by 2031 in the 2016 plan and only 200 MW
of wind by 2034 compared to 300 MW in 2031 in the 2016 plan. The 2019 plan no longer includes
a Combined Heat and Power (CHP) installation that was included in the 2016 plan and instead,
includes a 122 MW aeroderivative unit. Demand-side programs including Volt VAR Optimization
(VVO) and Energy Efficiency (EE) programs are greatly reduced in the 2019 plan, including only
10 MW compared to 89 MW in the 2016 plan. Battery Storage 1s excluded in the 2019 plan.
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the DOJ, EPA, and other parties, was approved by the United States District Court for the Southern
District of Ohio, Eastern Division. The Third Joint Modification deferred the installation of higher
efficiency FGD technology on Units 1 and 2 until December 31, 2025, and December 31, 2028,
respectively. In the interim, the Rockport Units were required to install DSI control technology by
April 16, 2015.

In 2019, the parties to the Consent Decree entered into a Fifth Joint Modification. This
modification removes the requirements to install the specifically defined FGD controls at both
Rockport Units, and instead requires installation of Enhanced DSI systems in 2020 at a much lower
cost. The Fifth Modification contains plant-wide 30-day rolling average emission limitations for
SO, and NOx emissions at Rockport beginning in 2021. Rockport Unit 1 will retire at the end of
2028, and the SO2 emissions cap at the Rockport Plant will decline to 5,000 tons per year. Rockport
Unit 2 has no further obligations to install additional controls after 2020. The AEP System caps
for SOz and NOx will decrease to 89,000 tons per year and 44,000 tons per year, respectively, by
2029. On July 18, 2019, the Fifth Joint Modification of Consent Decree was approved by the
United States District Court for the Southern District of Ohio.

3.4 Current Demand-Side Programs

DSM refers to, for the purposes of this IRP, utility programs, including tariffs, which
encourage reduced energy consumption, either at times of peak consumption or throughout the
day/year. Programs or tariffs that reduce consumption at the peak are DR programs, while around-
the-clock measures are typically categorized as EE programs. The distinction between DR and EE
is important, as the solutions for accomplishing each objective are typically different, but not
necessarily mutually exclusive.

There are no demand or energy impacts associated with Kentucky Power’s EE programs
included in the load forecast discussed in Section 2.0 of this Report. The existing DR programs

are discussed in Section 3.4.2.1. As will be discussed later, within the IRP process, the potential
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comprehensive plan has been developed that will address these issues, and has been the subject of

past and present filings before the Kentucky Public Service Commission.’

3.5.2 Transmission Planning Process

AEP, working on behalf of Kentucky Power and PJM coordinate the planning of the
transmission facilities in thg AEP System-East Zone through a “bottom up/top down” approach.
AEP will continue to develop transmission expansion plans to meet the applicable reliability
criteria in support of PJM’s transmission planning process. PJM will incorporate these expansion
plans with those of other PIM member utilities and then collectively evaluate the expansion plans
as part of its Regional Transmission Expansion Plan (RTEP) process. The PJM assessment will
cnsure consistent and coordinated expansion of the overall bulk transmission system within its
footprint. In accordance with this process, AEP will continue to take the lead for the planning of
its local transmission system under the provisions of Schedule 6 of the PJM Operating Agreement.
By way of the RTEP, PJM will ensure that transmission expansion is developed for the entire RTO
footprint via a single regional planning process, ensuring a consistent view of needs and expansion
timing while minimizing expenditures. When the RTEP identifies system upgrade requirements,
PJM determines the individual member’s responsibility as related to construction and costs to
implement the expansion. This process identifies the most appropriate, reliable and economical
integrated transmission reinforcement plan for the entire region, while blending the local expertise
of the transmission owners such as Kentucky Power with a regional view and formalized open

“stakeholder input.
Limitations, constraints, and future potential deficiencies on the Kentucky Power

transmission system are identified using the AEP planning criteria, which are posted on the AEP

9 Application Of Kentucky Power Company For Certificate Of Public Convenience And Necessity To
Construct A 161 kV Transmission Line In Perry And Leslie Counties, Kentucky And Associated Facilities, KPSC Case
Nos. 2017-00328 and 2019-00154.
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