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insurance, administrative and general expense, etc., properly 
chargeable to the Operation and Maintenance Expense Accounts of 
the Uniform System of Accounts (exclusive of Accounts 501,509, 
555,911,912,913, 916, and 917 of tiie Uniform System of 
Accounts), minus the total of all non-fuel costs included in any 
Minimum Loading Event Costs payable to the Corporation for 
such month pursuant to Section 8.03, minus the total of all 
transmission charges payable to the Corporation for such month 
pursuant to Section 5.04, and plus any additional amounts which, 
after provision for all income taxes on such amounts (which shall 
be included in Component (C) below), shall equal any amounts 
paid or payable by Corporation as fines or penalties with respect to 
occasions where it is asserted that Corporation failed to comply 
witin a law or regulation relating to the emission of pollutants or the 
discharge of wastes. 

(c) Component (C) shall consist of the total expenses 
for taxes, including all taxes on income but excluding any federal 
income taxes arising from payments to Corporation under 
Component (D) below, and all operating or other costs or 
expenses, net of income, not included or specifically excluded in 
Components (A) or (B) above, including tax adjustments, 
reg:ulatory adjustments, net losses for the disposition of property 
and other net costs or expenses associated with the operation of a 
utility. 

(d) Component (D) shall consist of an amount equal to 
the product of $2,089 multiplied by the total number of shares of 
capital stock of the par value of $ 100 per share of Ohio Valley 
Electric Corporation which shall have been issued and which are 
outstanding on the last day of such month. 

(e) Component (E) shall consist of an amount to be 
sufficient to pay the costs and other expenses relating to the 
establishment, maintenance and administration of life insurance, 
medical insurance and other postretirement benefits other than 
pensions attributable to the employment and employee service of 
active employees, retirees, or other employees, including without 
limitation any premiums due or expected to become due, as well as 
administrative fees and costs, such amounts being sufficient to 
provide payment with respect to all periods for which Corporation 
has committed or is otherwise obligated to make such payments, 
including amounts attributable to current employee service and any 
unamortized prior service cost, gain or loss attributable to prior 
service years ("Postretirement Benefit Obligation"); provided that 
the amount payable for Postretirement Benefit Obligations during 
any month shall be determined by the Corporation based on. 
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among other factors, the Statement of Financial Accounting 
Standards No. 106 (Employers' Accounting For Postretirement 
Benefits Other Than Pensions) and any applicable accounting 
standards, policies or practices as adopted from time to time 
relating to accruals with respect to all or any portion of such 
Postretirement Benefit Obligation. 

(f) Component (F) shall consist of an amount that may 
be incurred in connection with the decommissioning, shutdown, 
demolition and closing of the Project Generating Stations when 
production of electric power and energy is discontinued at such 
Project Generating Stations, which amount shall include, without 
limitation the following costs (net of any salvage credits): the costs 
of demolishing the plants' building structures, disposal of non-
salvageable materials, removal and disposal of insulating 
materials, removal and disposal of storage tanks and associated 
piping, disposal or removal of materials and supplies (including 
fiiel oil and coal), grading, covering and reclaiming storage and 
disposal areas, disposing of ash in ash ponds to the extent required 
by regulatory authorities, undertaking corrective or remedial action 
required by regulatory authorities, and any other costs incurred in 
putting the facilities in a condition necessary to protect health or 
the environment or which are required by regulatory authorities, or 
which are incurred to fimd continuing obligations to monitor or to 
correct environmental problems which result, or are later 
discovered to result, fi*om the facilities' operation, closure or post-
closure activities ("Decommissioning and Demolition Obligation"), 
provided that, the amount payable for Decommissioning and 
Demolition Obligations during any month shall be calculated by 
Corporation based on, among other factors, the then-estimated 
usefiil life of the Project Generating Stations and any applicable 
accounting standards, policies or practices as adopted from time to 
time relating to accruals with respect to all or any portion of such 
Decommissioning and Demolition Obligation, and provided 
fiirther that the Corporation shall recalculate the amount payable 
under this Component (F) for future months fi-om time to time, but 
in no event later than five (5) years after the most recent 
calculation. 

5.04. Transmission Charge. The transmission charges to be paid 
each month by the Sponsoring Companies shall be equal to the total costs 
incurred for such month by Corporation for the purchase of transmission service, 
ancillary services and other transmission-related services under the Tariff as 
reserved and scheduled by the Corporation to provide for the delivery of 
Available Power and Available Energy to the applicable delivery point under this 
Agreement. Each Sponsoring Company's share of the aggregate transmission charges 
shall be the percentage of such charges represented by its Power Participation Ratio. 
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5.05. Minimum Loading Event Costs. To the extent that, as a 
result of the failure by one or more Sponsoring Companies to take its respective 
Power Participation Ratio share of the applicable Total Minimum Generating 
Output during any hour, a Minimum Loading Event shall occur, then the sum of 
all Minimum Loading Event Costs relating to such Minimum Loading Event shall 
be charged to such Sponsoring Company or group of Sponsoring Companies 
that failed take its respective Power Participation Ratio share of the applicable 
Total Minimum Generating Output during such period, with such Minimum 
Loading Event Costs allocated among such Sponsoring Companies on a pro-rata 
basis in accordance with such Sponsoring Company's MWh share of the MWh 
reduction In the delivery of Available Energy causing any Minimum Loading 
Event. The applicable charges for Minimum Loading Event Costs as determined 
by the corporation in accordance with Section 5.05 shall be paid each month by 
the applicable Sponsoring Companies. 

/ARTICLE 6 

Metering of Energy Supplied 

6.01. Measuring Instruments. The parties hereto shall own and 
maintain such metering equipment as may be necessary to provide complete 
infomiation regarding the delivery of power and energy to or for the account of 
any of the parties hereto; and the ownership and expense of such metering shall 
be in accordance with agreements among them. Each party will at its own 
expense make such periodic tests and inspections of its meters as may be 
necessary to maintain them at the highest practical commercial standard of 
accuracy and will advise all other interested parties hereto promptly of the results 
of any such test showing an inaccuracy of more than 1 %. Each party will make 
additional tests of its meters at the request of any other interested party. Other 
interested parties shall be given notice of, and may have representatives present 
at, any test and inspection made by another party. 
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ARTICLE? 

COSTS OF REPLACEMENTS AND ADDITIONAL FACILITIES; 
PAYMENTS FOR EMPLOYEE BENEFITS; 

DECOMMISSIONING, SHUTDOWN, DEMOLITION AND CLOSING CHARGES 

7.01. Replacement Costs. The Sponsoring Companies shall 
reimburse Corporation for the difference between (a) the total cost of 
replacements chargeable to property and plant made by Corporation during any 
month prior thereto (and not previously reimbursed) and (b) the amounts 
received by Corporation as proceeds of fire or other applicable insurance 
protection, or amounts recovered from third parties responsible for damages 
requiring replacement, plus provision for all taxes on Income on such difference; 
provided that, to the extent that the Corporation arranges for the financing of any 
replacements, the payments due under this Section 7.01 shall equal the amount 
of all principal, interest, taxes and other costs and expenses related to such 
financing during any month. Each Sponsoring Company's share of such 
payment shall be the percentage of such costs represented by its Power 
Participation Ratio. The term cost of replacements, as used herein, shall include 
all components of cost, plus removal expense, less salvage. 

7.02. Additional Facility Costs. The Sponsoring Companies shall 
reimburse Corporation for the total cost of additional facilities and/or spare parts 
purchased and/or installed by Corporation during any month prior thereto (and 
not previously reimbursed), plus provision for all taxes on income on such costs; 
provided that, to the extent that the Corporation arranges for the financing of any 
additional facilities and/or spare parts, the payments due under this Section 7.02 
shall equal the amount of all principal, interest, taxes and other costs and 
expenses related to such financing during any month. Each Sponsoring 
Company's share of such payment shall be the percentage of such costs 
represented by its Power Participation Ratio. 

7.03. Payments for Employee Benefits. Not later than the 
effective date of termination of this Agreement, each Sponsoring Company will 
pay to Corporation its Power Participation Ratio share of additional amounts, 
after provision for any taxes that may be applicable thereto, sufficient to cover 
any shortfall if the amount of the Postretirement Benefit Obligation collected by 
the Corporation prior to the effective date of termination of the Agreement is 
insufficient to permit Corporation to fulfill its commitments or obligations with 
respect to both postemployment benefit obligations under the Statement of 
Financial Accounting Standards No. 112 and postretirement benefits other than 
pensions, as detemiined by Corporation with the aid of an actuary or actuaries 
selected by the Corporation based on the terms of the Corporation's then-
applicable plans. 

7.04. Decommissioning, Shutdown, Demolition and Closing. The 
Sponsoring Companies recognize that a part of the cost of supplying power to it 
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under this Agreement is the amount that may be incurred in connection with the 
decommissioning, shutdown, demolition and closing of the Project Generating 
Stations when production of electric power and energy is discontinued at such 
Project Generating Stations. Not later than the effective date of temfiinatlon of 
this Agreement, each Sponsoring Company will pay to Corporation its Power 
Participation Ratio share of additional amounts, after provision for any taxes that 
may be applicable thereto, sufficient to cover any shortfall if the amount of the 
Decommissioning and Demolition Obligation collected by the Corporation prior to 
the effective date of termination of the Agreement is insufficient to permit 
Corporation to complete the decommissioning, shutdown, demolition and closing 
of the Project Generating Stations, based on the Corporation's recalculation of 
the Decommissioning and Demolition Obligation in accordance with Section 
5.03(f) of this Agreement no eariier than twelve (12) months before the effective 
date of termination of this Agreement. 

ARTICLE 8 

BILLING AND PAYMENT 

8.01. Available Power, and Replacement and Additional Facility 
Costs. As soon as practicable after the end of each month Corporation shall 
render to each Sponsoring Company a statement of all Available Power and 
Available Energy supplied to or for the account of such Sponsoring Company 
during such month, specifying the amount due to the Corporation therefor, 
including any amounts for reimbursement for the cost of replacements and 
additional facilities and/or spare parts incurred during such month, pursuant to 
Articles 5 and 7 above. Such Sponsoring Company shall make payment therefor 
promptiy upon the receipt of such statement, but in no event later than fifteen 
(15) days after the date of receipt of such statement. In case any factor entering 
into the computation of the amount due for Available Power and Available Energy 
cannot be determined at the time, it shall be estimated subject to adjustment 
when the actual determination can be made. 

8.02. Provisional Payments for Available Power. The Sponsoring 
Companies shall, from time to time, at the request of the Corporation, make 
provisional semi-monthly payments for Available Power in amounts 
approximately equal to the estimated amounts payable for Available Power 
delivered by Corporation to the Sponsoring Companies during each semi­
monthly period. As soon as practicable after the end of each semi-monthly 
period with respect to which Corporation has requested the Sponsoring 
Companies to make provisional semi-monthly payments for Available Power, 
Corporation shall render to each Sponsoring Company a separate statement 
indicating the amount payable by such Sponsoring Company for such semi­
monthly period. Such Sponsoring Company shall make payment therefor 
promptly upon receipt of such statement, but in no event later than fifteen (15) 
days after the date of receipt of such statement and the amounts so paid by such 
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Sponsoring Company shall be credited to the account of such Sponsoring 
Company with respect to future payments to be made pursuant to Articles 5 and 
7 above by such Sponsoring Company to Corporation for Available Power. 

8.03. Minimum Loading Event Costs. As soon as practicable after 
the end of each month, Corporation shall render to each Sponsoring Company a 
statement indicating any applicable charges for Minimum Loading Event Costs 
pursuant to Section 5.05 during such month, specifying the amount due to the 
Corporation therefor pursuant to Article 5 above. Such Sponsoring Company 
shall make payment therefor promptly upon the receipt of such statement, but in 
no event later than fifteen (15) days after the date of receipt of such statement. 
In case the computation of the amount due for Minimum Loading Event Costs 
cannot be determined at the time, it shall be estimated subject to adjustment 
when the actual determination can be made, and all payments shall be subject to 
subsequent adjustment. 

8.04. Unconditional Obligation to Pay Demand and Other 
Charges. The obligation of each Sponsoring Company to pay its specified 
portion of the Demand Charge under Section 5.03, the Transmission Charge 
under Section 5.04, and all charges under Article 7 for any Month shall not be 
reduced irrespective of. 

(a) whether or not any Available Power or Available 
Energy are supplied by the Corporation during such calendar 
month and whether or not any Available Power or Available 
Energy are accepted by any Sponsoring Company during such 
calendar month; 

(b) the existence of any claim, set-off, defense, 
reduction, abatement or otiier right (other than irrevocable 
payment, performance, satisfaction or discharge in fiill) that such 
Sponsoring Company may have, or which may at any time be 
available to or be asserted by such Sponsoring Company, against 
the Corporation, any other Sponsoring Company, any creditor of 
the Corporation or any other Person (mcluding, without limitation, 
arising as a result of any breach or alleged breach by either the 
Corporation, any other Sponsoring Company, any creditor of the 
Corporation or any other Person under this Agreement or any other 
agreement (whether or not related to the transactions contemplated 
by this Agreement or any other agreement) to which such party is a 
party); or 

(c) the validity or enforceability against any other 
Sponsormg Company of this Agreement or any right or obligation 
hereunder (or any release or discharge thereof) at any time. 
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ARTICLE 9 

GENERAL PROVISIONS 

9.01. Characteristics of Supply and Points of Delivery. All power 
and energy delivered hereunder shall be 3-phase, 60-cycle, alternating current, 
at a nominal unregulated voltage designated for the point of delivery as 
described in this Article 9. Available Power and Available Energy to be delivered 
between Corporation and the Sponsoring Companies pursuant to this Agreement 
shall be delivered under the terms and conditions of the Tariff at the points, as 
scheduled by the Sponsoring Company in accordance with procedures 
established by the Operating Committee and in accordance with Section 9.02. 
where the transmission facilities of Corporation interconnect with the 
transmission facilities of any Sponsoring Company (or its successor or 
predecessor); provided that, to the extent that a joint and common market is 
established for the sale of power and energy by Sponsoring Companies within 
one or more of the regional transmission organizations or independent system 
operators approved by the Federal Energy Regulatory Commission in which the 
Sponsoring Companies are members or othenwise participate, then Corporation 
and the Sponsoring Companies shall take such action as reasonably necessary 
to permit the Sponsoring Companies to bid their entitlement to power and energy 
from Corporation into such market(s) in accordance with the procedures 
established for such market(s). 

9.02. Modification of Delivery Schedules Based on Available 
Transmission Capability. To the extent that transmission capability available for 
the delivery of Available Power and Available Energy at any delivery point is less 
than the total amount of Available Power and Available Energy scheduled for 
delivery by the Sponsoring Companies at such delivery point in accordance with 
Section 9.01, then the following procedures shall apply and the Corporation and 
the applicable Sponsoring Companies shall modify their delivery schedules 
accordingly until the total amount of Available Power and Available Energy 
scheduled for delivery at such delivery point is equal to or less than the 
transmission capability available for the delivery of Available Power and Available 
Energy: (a) the transmission capability available for the delivery of Available 
Power and Available Energy at the following delivery points shall be allocated 
first on a pro rata basis (in whole MW increments) to the following Sponsoring 
Companies up to their Power Participation Ratio share of the total amount of 
Available Energy available to all Sponsoring Companies (and as applicable, 
further allocated among Sponsoring Companies entitied to allocation under this 
Section 9.02(a) in accordance with their Power Participation Ratios): (i) to 
Allegheny, Appalachian. Buckeye, Columbus, FirstEnergy, Indiana, 
Monongahela. Ohio Power and Peninsula (or their successors) for deliveries at 
the points of interconnection between the Corporation and Appalachian, 
Columbus, Indiana or Ohio Power, or their successors; (ii) to Duke Ohio (or its 
successor) for deliveries at the points of interconnection between the Corporation 
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and Duke Ohio or its successor; (iii) to Dayton (or its successor) for deliveries at 
the points of interconnection between the Corporation and Dayton or its 
successor; and (iv) to Kentucky, Louisville and Southern Indiana (or their 
successors) for deliveries at the points of interconnection between the 
Corporation and Louisville or Kentucky, or their successors; and (b) any 
remaining transmission capability available for the delivery of Available Power 
and Available Energy shall be allocated on a pro rata basis (in whole MW 
increments) to the Sponsoring Companies in accordance with their Power 
Participation Ratios. 

9.03. Operation and Maintenance of Systems Involved. 
Corporation and the Sponsoring Companies shall operate their systems in 
parallel, directly or indirectly, except during emergencies that temporarily 
preclude parallel operation. The parties hereto agree to coordinate their 
operations to assure maximum continuity of service from the Project Generating 
Stations, and with relation thereto shall cooperate with one another in the 
establishment of schedules for maintenance and operation of equipment and 
shall cooperate in the coordination of relay protection, frequency control, and 
communication and telemetering systems. The parties shall build, maintain and 
operate their respective systems in such a manner as to minimize so far as 
practicable rapid fluctuations in energy flow among the systems. The parties 
shall cooperate with one another in the operation of reactive capacity so as to 
assure mutually satisfactory power factor conditions among themselves. 

The parties hereto shall exercise due diligence and foresight in carrying 
out all matters related to the providing and operating of their respective power resources 
so as to minimize to the extent practicable deviations between actual and scheduled 
deliveries of power and energy among their systems. The parties hereto shall provide 
and/or install on their respective systems such communication, telemetering, frequency 
and/or tie-line control facilities essential to so minhniang such deviations; and shall fiilly 
cooperate with one another and with third parties (such third parties whose systems are 
either directly or indirectiy interconnected with the systems of the Sponsoring Companies 
and who of necessity together with the parties hereto must unify their efforts 
cooperatively to achieve effective and efficient interconnected systems operation) in 
developing and executing operating procedures that will enable the parties hereto to avoid 
to the extent practicable deviations from scheduled deliveries. 

In order to foster coordination of the operation and maintenance of Corporation's 
transmission facilities with those facilities of Sponsoring Companies that are 
owned or functionally controlled by a regional transmission organization or 
independent system operator. Corporation shall use commercially reasonable 
efforts to enter into a coordination agreement with any regional transmission 
organization or independent system operator approved by the Federal Energy 
Regulatory Commission that operates transmission facilities that interconnect 
with Corporation's transmission facilities, and to enter into a mutually agreeable 
services agreement with a regional transmission organization or independent 
system operator to provide the Corporation with reliability and security 
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coordination services and other related services. 

9.04. Power Deliveries as Affected by Physical Characteristics of 
Systems. It is recognized that the physical and electrical characteristics of tiie 
transmission facilities of the interconnected network of which the transmission 
systems of the Sponsoring Companies, Corporation, and other systems of third 
parties not parties hereto are a part, may at times preclude the direct delivery at 
the points of interconnection between the transmission systems of one or more of 
the Sponsoring Companies and Corporation, of some portion of the energy 
supplied under this Agreement, and that in each such case, because of said 
characteristics, some of the energy will be delivered at points which interconnect 
the system of one or more of the Sponsoring Companies with systems of 
companies not parties to this Agreement. The parties hereto shall cooperate in 
the development of mutually satisfactory arrangements among themselves and 
with such companies not parties hereto whereby the supply of power and energy 
contemplated hereunder can be fulfilled. 

9.05. Operating Committee. There shall be an "Operating 
Committee" consisting of one member appointed by the Corporation and one 
member appointed by each of the Sponsoring Companies electing so to do; 
provided that, if any two or more Sponsoring Companies are Affiliates, then such 
Affiliates shall together be entitled to appoint only one member to the Operating 
Committee. The "Operating Committee" shall establish (and modify as 
necessary) scheduling, operating, testing and maintenance procedures of the 
Corporation in support of this Agreement, including establishing: (i) procedures 
for scheduling delivery of Available Energy under Section 4.03, (ii) procedures for 
power and energy accounting, (iii) procedures for the reservation and scheduling 
of firm and non-firm transmission service under the Tariff for the delivery of 
Available Power and Available Energy, (iv) the Minimum Generating Unit Output, 
and (v) the form of notifications relating to power and energy and the price 
thereof In addition, the Operating Committee shall consider and make 
recommendations to Corporation's Board of Directors with respect to such other 
problems as may arise affecting the transactions under this Agreement. The 
decisions of the Operating Committee, including the adoption or modification of 
any procedure by the Operating Committee pursuant to this Section 9.04. must 
receive the affirmative vote of at least two-thirds of the members of the Operating 
Committee, regardless of the number of members of the Operating Committee 
present at any meeting. 

9.06. Acknowledgment of Certain Rights. For the avoidance of 
doubt, all of the parties to this Agreement acknowledge and agree that (i) as of 
the effective date of the Current Agreement, certain rights and obligations of the 
Sponsoring Companies or their predecessors under the Original Agreement were 
changed, modified or otherwise removed, (ii) to the extent that the rights of any 
Sponsoring Company or their predecessors were thereby changed, modified or 
othenvise removed as of the effective date of the Current Agreement, such 
Sponsoring Company may be entitled to rights under applicable law, regulation, 
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rules or orders under the Federal Power Act or othenvise adopted by the Federal 
Energy Regulatory Commission ("FERC"), (iii) as a result of the elimination as of 
the effective date of the Current Agreement of the firm transmission service 
previously provided during the term of the Original Agreement to Sponsoring 
Companies or their predecessors whose transmission systems were only 
indirectiy connected to the Corporation's facilities through intervening 
transmission systems by certain Sponsoring Companies or their predecessors 
whose transmission systems were directiy connected to the Corporation's 
facilities, such Sponsoring Companies or their predecessors whose transmission 
systems were only indirectiy connected to the Corporation's facilities through 
intervening transmission systems shall have been entitled to such "roll over" firm 
transmission service for delivery of their entitlement to their Power Participation 
Ratio share of Surplus Power and Surplus Energy under this Agreement, to the 
border of such Sponsoring Company system and intervening Sponsoring 
Company system, as would be accorded a long-term firm point-to-point 
transmission service reservation under the then otherwise applicable FERC 
Open Access Transmission Tariff ("OATT'), (iv) the obligation of any Sponsoring 
Company to maintain or expand transmission capacity to accommodate another 
Sponsoring Company's "roll over" rights to transmission service for delivery of 
their entitlement to their Power Participation Ratio share of Surplus Power and 
Surplus Energy under this Agreement shall be consistent with the obligations it 
would have for long-temi finn point-to-point transmission service provided 
pursuant to the then othenwise applicable OATT, and (v) the parties shall 
cooperate with any Sponsoring Company that seeks to obtain and/or exercise 
any such rights available under applicable law, regulation, rules or orders under 
the Federal Power Act or otherwise adopted by the FERC. 

9.07. Tenri of Agreement. This Agreement shall become effective 
upon the Effective Date and shall temninate upon the eariier of: (1) June 30, 2040 
or (2) the sale or other disposition of all of the facilities of the Project Generating 
Stations or the permanent cessation of operation of such facilities; provided that, 
the provisions o1 Articles 5, 7 and 8, this Section 9.07 and Sections 9.08, 9.09, 
9.10, 9.11, 9.12. 9.14, 9.15, 9.16, 9.17 and 9.18 shall survive the temiination of 
this Agreement, and no termination of this Agreement, for whatever reason, shall 
release any Sponsoring Company of any obligations or liabilities incurred prior to 
such termination. 

9.08. Access to Records. Corporation shall, at all reasonable 
times, upon the request of any Sponsoring Company, grant to its representatives 
reasonable access to the books, records and accounts of the Corporation, and 
furnish such Sponsoring Company such information as it may reasonably 
request, to enable it to determine the accuracy and reasonableness of payments 
made for energy supplied under this Agreement. 

9.09. Modification of Agreement Absent the agreement of all 
parties to this Agreement, the standard for changes to provisions of this 
Agreement related to rates proposed by a party, a non-party or the Federal 
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Energy Regulatory Commission (or a successor agency) acting sua sponte shall 
be the "public interest" standard of review set forth in United Gas Pipeline Co. v. 
Mobile Gas Serv. Corp., 350 U.S. 332 (1956) and Federal Power Comm'n v. 
Sien-a Pacific Power Co., 350 U.S. 348 (1956). 

9.10. Arbitration. Any controversy, dispute or claim arising out of 
this Agreement or the refusal by any party hereto to perform the whole or any 
part thereof, shall be determined by arbitration, in the City of Columbus. Franklin 
County, Ohio, in accordance with the Commercial Arbitration Rules of the 
American Arbitration Association or any successor organization, except as 
othenwise set forth in this Section 9.10. 

The party demanding arbitration shall serve notice in writing upon all 
other parties hereto, setting forth in detail the controversy, dispute or claim with respect 
to which arbitration is demanded, and the parties shall thereupon endeavor to agree upon 
an arbitration board, which shall consist of three members ("Arbitration Board"). If all 
the parties hereto fail so to agree within a period of thirty (30) days from the original 
notice, the party demanding arbitration may, by written notice to all other parties hereto, 
direct that any members of the Arbitration Board that have not been agreed to by the 
parties shall be selected by the American Arbitration Association, or any successor 
organization. No person shall be eligible for appointment to the Arbitration Board who is 
an officer, employee, shareholder of or otherwise interested in any of the parties hereto or 
m the matter sought to be arbitrated. 

The Arbitration Board shall afford adequate opportunity to all parties 
hereto to present information witii respect to the controversy, dispute or claim submitted 
to arbitration and may request frirther information from any party hereto; provided, 
however, that the parties hereto may, by mutual agreement, specify the rules which are to 
govern any proceeding before the Arbitration Board and limit the matters to be 
considered by the Arbitration Board, in which event the Arbitration Board shall be 
govemed by the terms and conditions of such agreement. 

The determination or award of the Arbitration Board shall be made upon a 
determination of a majority of the members thereof. The findings and award of the 
Arbitration Board shall be final and conclusive with respect to the controversy, dispute or 
claim submitted for arbitration and shall be binding upon the parties hereto, except as 
othervrise provided by law. The award of the Arbitration Board shall specify the manner 
and extent of the division of the costs of the arbitration proceeding among the parties 
hereto. 

9.11. Liability. The rights and obligations of all the parties hereto 
shall be several and not joint or joint and several. 

9.12. Force Majeure. No party hereto shall be held responsible or 
liable for any loss or damage on account of non-delivery of energy hereunder at 
any time caused by an event of Force Majeure. "Force Majeure" shall mean the 
occurrence or non-occurrence of any act or event that could not reasonably have 
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been expected and avoided by exercise of due diligence and foresight and such 
act or event is beyond the reasonable control of such party, including to the 
extent caused by act of God. fire, flood, explosion, strike, civil or military 
authority, insurrection or riot, act of the elements, or failure of equipment. For the 
avoidance of doubt, "Force Majeure" shall in no event be based on any 
Sponsoring Company's financial or economic conditions, including without 
limitation (i) the loss of the Sponsoring Company's markets; or (ii) the Sponsoring 
Company's inability economically to use or resell the Available Power or 
Available Energy purchased hereunder. 

9.13. Governing Law. This Agreement shall be governed by, and 
construed in accordance with, the laws of the State of Ohio. 

9.14. Regulatory Approvals. This Agreement is made subject to 
the jurisdiction of any governmental authority or authorities having jurisdiction in 
the premises and the performance thereof shall be subject to the following: 

(a) The receipt of all regulatory approvals, in 
form and substance satisfactory to Corporation, necessary to permit 
Corporation to perform all the duties and obligations to be performed by 
Corporation hereunder. 

(b) The receipt of all regulatory approvals, in 
form and substance satisfactory to the Sponsoring Companies, necessary 
to permit the Sponsoring Companies to carry out all transactions 
contemplated herein. 

9.15. Notices. All notices, requests or other communications 
under this Agreement shall be In writing and shall be sufficient in all respects: (i) 
if delivered in person or by courier, upon receipt by the intended recipient or an 
employee that routinely accepts packages or letters from couriers or other 
persons for delivery to personnel at the address identified above (as confirmed 
by, if delivered by courier, the records of such courier), (ii) if sent by facsimile 
transmission, when the sender receives confirmation from the sending facsimile 
machine that such facsimile transmission was transmitted to the facsimile 
number of the addressee, or (iii) if mailed, upon the date of delivery as shown by 
the return receipt therefor. 

9.16. Waiver. Performance by any party to this Agreement of any 
responsibility or obligation to be performed by such party or compliance by such 
party with any (X)ndition contained in this Agreement may by a written instrument 
signed by all other parties to this Agreement be waived in any one or more 
instances, but the failure of any party to insist in any one or more instances upon 
strict performance of any of the provisions of this Agreement or to take 
advantage of any of its rights hereunder shall not be construed as a waiver of 
any such provisions or the relinquishment of any such rights, but the same shall 
continue and remain in full force and effect. 
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9.17. Titles of Articles and Sections. The tities of the Articles and 
Sections in this Agreement have been inserted as a matter of convenience of 
reference and are not a part of this Agreement. 

9.18. Successors and Assigns. This Agreement may be executed 
in any number of counterparts, all of which shall constitute but one and the same 
document. 

9.181 This Agreement shall inure to the benefit of and be 
binding upon the parties hereto and their respective successors and 
assigns, but a party to this Agreement may not assign this Agreement or 
any of its rights, title or interests in or obligations (including without 
limitation the assumption of debt obligations) under this Agreement, 
except to a successor to all or substantially all the properties and assets of 
such party or as provided in Section 9.182 or 9.183, without the written 
consent of all the other parties hereto. 

9.182 Notwithstanding the provisions of Section 9.181, any 
Sponsoring Company shall be permitted to, upon thirty (30) days notice to 
the Corporation and each other Sponsoring Company, without any further 
action by the Corporation or the other Sponsoring Companies, assign all 
or part of its rights, titie and interests in, and obligations under this 
Agreement to a Permitted Assignee, provided that the assignee and 
assignor of the rights, title and interests in, and obligations under, this 
Agreement have executed an assignment agreement in form and 
substance acceptable to the Corporation in its reasonable discretion 
(including, without limitation, the agreement by the Sponsoring Company 
assigning such rights, title and interests in, and obligations under, this 
Agreement to reimburse the Corporation and the other Sponsoring 
Companies for any fees or expenses required under any security issued, 
or agreement entered into, by the Corporation as a result of such 
assignment, including without limitation any consent fee or additional 
financing costs to the Corporation under the Corporation's then-existing 
securities or agreements resulting from such assignment). 

9.183 Notwithstanding the provisions of Section 9.181, any 
Sponsoring Company shall be permitted to, subject to compliance with all 
of the requirements of this Section 9.183, assign ail or part of its rights, 
title and interests in, and obligations under this Agreement to a Third Party 
without any further action by the Corporation or the other Sponsoring 
Companies. 

(a) A Sponsoring Company (the "Transferring 
Sponsor") that desires to assign all or part of its rights, thle and 
interests in, and obligations under tiiis Agreement to a Third Party 
shall deliver an Offer Notice to the Corporation and each other 
Sponsoring Company. The Offer Notice shall be deemed to be an 



20110427-5153 FERC PDF (Unotticial) 4/27/2011 2:17:59 PM 

irrevocable offer of the subject rights, title and interests in, and 
obligations under this Agreement to each of the other Sponsoring 
Companies that is not an Affiliate of the Transferring Sponsor, 
which offer must be held open for no less than thirty (30) days 
from tiie date of the Offer Notice (tiie "Election Period"). 

(b) The Sponsoring Companies (other than the 
Transferring Sponsor and its Affiliates) shall first have the right, 
but not the obligation, to purchase all of the rights, title and 
interests in, and obligations under this Agreement described in the 
Offer Notice at the price and on the terms specified therein by 
delivering written notice of such election to the Transferring 
Sponsor and the Corporation within the Election Period; provided 
that, irtespective of the terms and conditions of the Offer Notice, a 
Sponsoring Company may condition its election to purchase the 
interest described in the Offer Notice on the receipt of approval or 
consent from such Sponsoring Company's Board of Directors; 
provided further that, written notice of such conditional election 
must be delivered to the Transferring Sponsor and the Corporation 
within the Election Period and such conditional election shall be 
deemed withdrawn (as if it had never been provided) unless the 
Sponsoring Company that delivered such conditional election 
subsequentiy delivers written notice to the Transferring Sponsor 
and the Corporation on or before the tenth (10*) day after the 
expiration of the Election Period that all necessary approval or 
consent of such Sponsoring Company's Board of Directors have 
been obtained. To the extent that more than one Sponsoring 
Company exercises its right to purchase all of the rights, title and 
interests m, and obligations under this Agreement described in the 
Offer Notice in accordance with the previous sentence, such rights, 
title and interests in, and obligations under this Agreement shall be 
allotted (successively if necessary) among the Sponsoring 
Companies exercising such right in proportion to their respective 
Power Participation Ratios. 

(c) Each Sponsoring Company exercising its right to 
purchase any rights, titie and interests in, and obligations under this 
Agreement pursuant to this Section 9.183 may choose to have an 
Affiliate purchase such rights, title and interests in, and obUgations 
imder this Agreement; provided that, notwithstanding anything in 
this Section 9.183 to the contrary, any assignment to a Sponsoring 
Company or its Affiliate hereunder must comply with the 
requirements of Section 9.182. 

(d) If one or more Sponsoring Companies have elected 
to purchase all of the rights, titie and interests in, and obligations 
under this Agreement of the Transferring Sponsor pursuant to the 
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Offer Notice, the assignment of such rights, title and interests in, 
and obligations under this Agreement shall be consummated as 
soon as practical after the delivery of the election notices, but in 
any event no later than fifteen (15) days after the filing and receipt, 
as applicable, of all necessary govemmental filmgs, consents or 
other approvals and the expiration of all applicable waiting 
periods. At the closing of the purchase of such rights, title and 
interests in, and obligations imder this Agreement from the 
Transferring Sponsor, the Transferring Sponsor shall provide 
representations and warranties customary for transactions of this 
type, including those as to its title to such securities and that there 
are no liens or other encumbrances on such securities (other than 
pursuant to this Agreement) and shall sign such documents as may 
reasonably be requested by the Corporation and the other 
Sponsoring Companies. The Sponsoring Companies or their 
Affiliates shall only be requu-ed to pay cash for the rights, titie and 
interests in, and obligations under this Agreement being assigned 
by the Transferring Sponsor. 

(e) To the extent that the Sponsoring Companies have 
not elected to purchase all of the rights, title and interests in, and 
obligations under this Agreement described in the Offer Notice, the 
Transferring Sponsor may, within one-hundred and eighty (180) 
days after the later of the expiration of the Election Period or the 
deemed withdrawal of a conditional election by a Sponsoring 
Company under Section 9.183(b) hereof (if applicable), enter into 
a definitive agreement to, assign such rights, titie and interests in, 
and obligations under this Agreement to a Third Party at a price no 
less than 92.5% of the purchase price specified in the Offer Notice 
and on other material terms and conditions no more favorable to 
the such Third Party than those specified in the Offer Notice; 
provided that such purchases shall be conditioned upon: (i) such 
Third Party having long-term unsecured non-credit enhanced 
indebtedness, as of the date of such assignment, with a Standard & 
Poor's credit rating of at least BBB- and a Moody's Investors 
Service, Inc. credit rating of at least Baa3 (provided that, if such 
Third Party's long-term unsecured non-credit enhanced 
indebtedness is not currently rated by one of Standard & Poor's or 
Moody, such Third Party's long-term unsecured non-credit 
enhanced mdebtedness, as of the date of such assignment, must 
have either a Standard & Poor's credit rating of at least BBB- or a 
Moody's Investors Service, Inc. credit rating of at least Baa3); (ii) 
the filing or receipt, as applicable, of any necessary govemmental 
filings, consents or other approvals; (iii) the determination by 
counsel for the Corporation that the assignment of the rights, titie 
or interests in, or obligations under, this Agreement to such Third 
Party would not cause a termination, default, loss or payment 
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obligation under any security issued, or agreement entered into, by 
the Corporation prior to such transfer; and (iv) such Third Party 
executing a counterpart of this Agreement, and both such Third 
Party and the Sponsoring Company which is assigning its rights, 
title and interests in, and obligations under, this Agreement 
executing such other documents as may be reasonably requested 
by the Corporation (including, without limitation, an assignment 
agreement in form and substance acceptable to the Corporation in 
its reasonable discretion and containing the agreement by such 
Sponsoring Company to reimburse the Corporation and the other 
Sponsoring Companies for any fees or expenses required under 
any security issued, or agreement entered into, by the Corporation 
as a result of such assignment, including without limitation any 
consent fee or additional financing costs to the Corporation under 
the Corporation's then-existing securities or agreements resulting 
from such assignment). In the event that the Sponsoring Company 
and a Third Party have not entered into a definitive agreement to 
assign the interests specified in the Offer Notice to such Third 
Party within the later of one-hundred and eighty (180) days after 
the expiration of the Election Period or the deemed withdrawal of a 
conditional election by a Sponsoring Company under Section 
9.183(b) hereof (if applicable) for any reason or if either the price 
to be paid by such Third Party would be less than 92.5% of the 
purchase price specified in the Offer Notice or the other material 
terms of such assignment would be more favorable to such Third 
Party than the terms specified in the Offer Notice, then the 
restrictions provided for herein shall again be effective, and no 
assignment of any rights, titie and interests in, and obligations 
under this Agreement may be made thereafter without again 
offering the same to Sponsoring Companies in accordance with 
tills Section 9.183. 

ARTICLE 10 

REPRESENTATIONS AND WARRANTIES 

10.01. Representations and Warranf/es. Each Sponsoring 
Company hereby represents and warrants for itself, on and as of the date of this 
Agreement, as follows: 

(a) it is duly organized, validly existing and in good 
standing under the laws of its state of organization, with frill 
corporate power, authority and legal right to execute and deliver 
this Agreement and to perform its obligations hereunder; 
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(b) it has duly authorized, executed and delivered this 
Agreement, and upon the execution and delivery by all of the 
parties hereto, this Agreement will be in frill force and effect, and 
will constitute a legal, valid and binding obligation of such 
Sponsoring Company, enforceable in accordance with the terms 
hereof, except as enforceability may be limited by applicable 
bankruptcy, insolvency, fraudulent conveyance, reorganization, 
moratorium or other similar laws affecting the enforcement of 
creditors' rights generally; 

(c) Except as set forth in Schedule lO.OUc) hereto, no 
consents or approvals of, or filings or registrations with, any 
govemmental authority or public regulatory authority or agency, 
federal state or local, or any other entity or person are required in 
connection with the execution, delivery and performance by it of 
this Agreement, except for those which have been duly obtained or 
made and are in frill force and effect, have not been revoked, and 
are not the subject of a pending appeal; and 

(d) the execution, delivery and performance by it of this 
Agreement will not conflict with or result in any breach of any of 
the terms, conditions or provisions of, or constitute a default under 
its charter or by-laws or any indenture or other material agreement 
or instrument to which it is a party or by which it may be bound or 
result in the imposition of any liens, claims or encumbrances on 
any of its property. 

ARTICLE 11 

EVENTS OF DEFAULT AND REMEDIES 

11.01. Payment Default. If any Sponsoring Company fails to make 
full payment to Corporation under this Agreement when due and such failure is 
not remedied within ten (10) days after receipt of notice of such failure from the 
Corporation, then such failure shall constitute a "Payment Default" on the part of 
such Sponsoring Company. Upon a Payment Default, the Corporation may 
suspend service to the Sponsoring Company that has caused such Payment 
Default for all or part of the period of continuing default (and such Sponsoring 
Company shall be deemed to have notified the Corporation and the other 
Sponsoring Companies that any Available Energy shall be available for 
scheduling by such other Sponsoring Companies in accordance with Section 
4,032). The Corporation's right to suspend service shall not be exclusive, but 
shall be in addition to all remedies available to the Corporation at law or in equity. 
No suspension of service or termination of this Agreement shall relieve any 
Sponsoring Company of its obligations under this Agreement, which are absolute 
and unconditional. 
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11.02. Performance Default ffthe Corporation or any Sponsoring 
Company fails to comply in any material respect with any of the material terms, 
conditions and covenants of this Agreement (and such failure does not constitute 
a Payment Default under Section 11.01), the Corporation (in the case of a default 
by any Sponsoring Company) and any Sponsoring Company (in the case of a 
default by the Corporation) shall give the defaulting party written notice of the 
default ("Perfomiance Default"). To the extent that a Performance Default is not 
cured within thirty (30) days after receipt of notice thereof (or within such longer 
period of time, not to exceed sixty (60) additional days, as necessary for the 
defaulting party with the exercise of reasonable diligence to cure such default), 
then the Corporation (in the case of a default by any Sponsoring Company) and 
any Sponsoring Company (in the case of a default by the Corporation) shall have 
all of the rights and remedies provided at law and in equity, other than 
termination of this Agreement or any release of the obligation of the Sponsoring 
Companies to make payments pursuant to this Agreement, which obligation shall 
remain absolute and unconditional. 

11.03. Waiver No waiver by the Corporation or any Sponsoring 
Company of any one or more defaults in the performance of any provision of this 
Agreement shall be construed as a waiver of any other default or defaults, 
whether of a like kind or different nature. 

11.04. Limitation of Liability and Damages. TO THE FULLEST 
EXTENT PERMITTED BY LAW, NEITHER THE CORPORATION, NOR ANY 
SPONSORING COMPANY SHALL BE LIABLE UNDER THIS AGREEMENT 
FOR ANY CONSEQUENTIAL, INCIDENTAL, PUNITIVE, EXEMPLARY OR 
INDIRECT DAMAGES, LOST REVENUES, LOST PROFITS OR OTHER 
BUSINESS INTERRUPTION DAMAGES. BY STATUTE, IN TORT OR 
CONTRACT, OR OTHERWISE. 

[Signature pages follow] 

IN WITNESS WHEREOF, tiie parties hereto have caused tiiis Amended and Restated 
Inter-Company Power Agreement to be duly executed and delivered by their proper and 
duly authorized officers as of September 10,2010. 

OfflO VALLEY ELECTRIC ALLEGHENY ENERGY SUPPLY 
CORPORATION By Îts COMPANY, LX.C. _By Its _ 
APPALACHIAN POWER COMPANY _ BUCKEYE POWER 

By Îts GENERATING, LLC _By Its 

COLUMBUS SOUTHERN POWER THE DAYTON POWER AND 
COMPANY By Îts LIGHT COMPANY By Its _ 
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DUKE ENERGY OHIO, I N C By Îts 

INDIANA MICHIGAN POWER 
COMPANY By Îts 

LOUISVILLE GAS AND ELECTRIC 
COMPANY By Îts 

FIRSTENERGY GENERATION 
CORP. By Îts _ 

KENTUCKY UTILITIES 
COMPANY By Its 

MONONGAHELA POWER 
COMPANY By Îts 

OHIO POWER COMPANY By Its _ SOUTHERN INDIANA GAS AND 
ELECTRIC COMPANY By Îts 
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Dated as of September 10, 2010 

THIS AGREEMENT, dated as of September 10, 2010 by and between 
OHIO VALLEY ELECTRIC CORPORATION (herein called OVEC) and INDIANA-KENTUCKY 
ELECTRIC CORPORATION (herein called IKEC), hereby amends and restates in its entirety, 
the Power Agreement (herein called the Current Agreement), dated March 13,2006, 
between OVEC and IKEC. 

WITNESSETH THAT: 

WHEREAS, IKEC, a wholly owned subsidiary of OVEC, designed, 
purchased, and constructed, and continues to own, operate and maintain a steam-electric 
generating station (herein called Indiana Station) consisting of six turbogenerators and all 
other necessary equipment, at a location on the Ohio River near Madison, Indiana; and 

WHEREAS, OVEC designed, purchased, and constructed, and continues to 
own, operate and maintain a steam-electric generating stations (herein called Ohio 
Station) consisting of five turbo-generators and all other necessary equipment, at a 
location on the Ohio River near Cheshire, Ohio (the Ohio Station and the Indiana Station 
being herein called the Project Generating Stations); and 

WHEREAS, OVEC also designed, purchased, and constructed, and 
continues to operate and maintain necessary transmission and general plant facilities 
(herein called the Project Transmission Facilities) and OVEC established or cause to be 
established interconnections between the Project Generating Stations and/or the Project 
Transmission Facilities, and the systems of certain of the Sponsoring Companies; and 

WHEREAS, IKEC owns and operates the portion of the Project 
Transmission Facilities located in the State of Indiana; and 

WHEREAS, IKEC entered into the Current Agreement with OVEC which 
embodies the terms and conditions for the ownership and operation by IKEC of the 
Indiana Station and such portion of the Project Transmission Facilities which are to be 
owned and operated by it; and 

WHEREAS, the owners of OVEC or their affiliates that are parties to an 
Inter-Company Power Agreement, have amended and restated such Inter-Company 
Power Agreement as of the date hereof, which defines the terms and conditions 
governing the rights of the "Sponsoring Companies" (as defined thereunder) to receive 
"Available Power" (as defmed thereunder) fi*om the Project Generating Stations and the 
obligations of the Sponsoring Companies to pay therefor; and 
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WHEREAS, concurrent with the amendment and restatement of the Inter-
Company Power Agreement, IKEC and OVEC hereto desire to amend and restate in their 
entirety, the Current Agreement in order for IKEC to continue to sell to OVEC any and 
all power available at the Indiana Station, and energy associated therewith, and to 
transmit power and energy as provided herein. 

Now, THEREFORE, the parties hereto agree with each other as follows: 

ARTICLE 1 

POWER AND ENERGY TRANSACTIONS 

1.01 IKEC shall transmit any and all power generated at the Indiana 
Station by any of the generating units thereof in commercial operation and deliver such 
power, together vwth the energy associated therewith, but less the transmission losses in 
the facilities of IKEC applicable thereto fi-om the 330 kV busses of the Indiana Station, at 
the points of delivery hereinafter designated in Section 1.03 hereof, and sell such power 
and energy at said points of delivery to OVEC. OVEC shall purchase from IKEC all 
such power so delivered by IKEC to OVEC at said points of delivery, together with the 
energy associated therewith, and shall from time to time pay IKEC therefor, amounts 
which, when added to revenues received by IKEC from other sources, wall be sufficient 
to enable IKEC to pay all of its operating and other expenses, including all income and 
other taxes and any interest and regular amortization requirements applicable to any 
indebtedness for borrowed funds incurred by IKEC. For the purposes of this Section 1.01 
the term "operating and other expenses" shall also include, without limitation, all 
amounts payable to suppliers of fiiel requirements (including the handling and shipment 
thereof) in coimection with the cancellation of commitments and the extension of 
delivery schedules, as well as all expenses accrued to pay for postemployment and 
postretirement benefits and the costs of the decommissioning, shutdown, demolition and 
closing of the Project Generating Stations. 

1.02 IKEC shall transmit and deliver to OVEC at the points of delivery 
hereinafter designated in Section 1.03 hereof, all power and the energy associated 
therewith supplied to IKEC by Sponsoring Companies at the points of delivery 
hereinafter designated in Section 1.03 hereof, less the transmission losses in the facilities 
of IKEC applicable thereto. IKEC shall transmit and deliver to Sponsoring Companies 
designated by OVEC at the points of delivery hereinafter designated in Section 1.03 
hereof, all power, and the energy associated therewith, supplied to IKEC by OVEC at the 
points of delivery hereinafter designated in Section 1.03 hereof, less the transmission 
losses in the facilities of IKEC applicable thereto. 

1.03 All power and energy sold, purchased, transmitted or delivered 
hereunder shall be 3-phase, 60-cycle, altemating current, at nominal unregulated voltage, 
designated for the points of delivery hereinbelow described. Power and energy 
transmitted, delivered and sold by IKEC to OVEC pursuant to the provisions of Section 
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1.01 hereof shall be delivered at the points where the transmission facilities of OVEC and 
the transmission facilities of IKEC interconnect and titie to such power and energy shall 
pass from IKEC to OVEC at said points. Power and energy supplied to IKEC by a 
Sponsoring Company for transmission to OVEC pursuant to the provisions of Section 
1.02 hereof, shall be delivered by said Sponsoring Company to IKEC at die points where 
the transmission facilities of said Sponsoring Company and the transmission facilities of 
IKEC interconnect and shall be delivered by IKEC to OVEC and titie thereto shall pass 
from said Sponsoring Company to OVEC at the points where the transmission facilities 
of OVEC and the transmission facilities of IKEC interconnect. Power and energy 
supplied to IKEC by OVEC for transmission to a Sponsoring Company pursuant to the 
provisions of Section 1.02 hereof shall be delivered by OVEC to IKEC at the points 
where the transmission facilities of OVEC and the transmission facilities of IKEC 
interconnect and title to such power and energy shall pass from OVEC to said Sponsoring 
Company at said points. Such power and energy shall be delivered by IKEC to said 
Sponsoring Company at the points where the transmission facilities of IKEC and the 
transmission facilities of said Sponsoring Company interconnect. 

1.04 The parties hereto shall exercise due diligence and foresight in 
carrying out all matters related to the providing and operating of their respective power 
resources so as to mmimize to the extent practicable deviations between actual and 
scheduled deliveries of power and energy among their systems. The parties hereto shall 
provide and/or install on their respective systems such communication, telemetering, 
frequency and/or tie-line control facilities essential to so minimizing such deviations; and 
shall fully cooperate with one another and with third parties (such third parties whose 
systems are either directly or indirectly interconnected with the systems of the 
Sponsoring Companies and who of necessity together with the Sponsoring Companies 
and the parties hereto must unify their efforts cooperatively to achieve effective and 
efficient interconnected system operation) in developmg and executing operating 
procedures that will enable the parties hereto to avoid to the extent practicable deviations 
from scheduled deliveries. 

1.05 OVEC shall reimburse IKEC for the difference between (a) the 
total cost of replacements chargeable to property and plant made by IKEC, and the total 
cost of additional facilities and/or spare parts purchased or mstalled by Corporation, 
during any month or prior thereto (and not previously reimbursed) and (b) tiie amounts 
paid for by IKEC out of proceeds of fire or other applicable insurance protection, or out 
of amounts recovered from third parties responsible for damages requiring replacement. 
OVEC shall pay to IKEC such amount in lieu of the amounts to be paid as above 
provided, which, after provision for all taxes on income, shall equal the costs of the 
replacements reimbursable by OVEC to IKEC as above provided. The term cost of 
replacements, as used herein, shall include all components of costs, plus removal 
expense, less salvage. The amounts reimbursed by OVEC to IKEC for such 
replacements shall be accounted for on the books of IKEC in a special balance sheet 
account provided for such purposes. 
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ARTICLE 2 

MISCELLANEOUS 

2.01 This Agreement shall become effective on September 10,2010, or 
to the extent necessary, such later date on which all conditions to effectiveness, including 
all required waiting periods and all required regulatory acceptances or approvals, of this 
Agreement have been satisfied in form and substance satisfactory to OVEC, and shall 
terminate upon the earlier of: (I) June 30,2040 or (2) the sale or other disposition of all 
of the facilities of the Project Generating Stations or the permanent cessation of operation 
of such facilities. 

2.02 No party hereto shall be held responsible or liable for any loss or 
damage on account of non-delivery of energy hereunder at any time caused by act of 
God, fire, flood, explosion, strike, civil or military authority, insurrection or riot, act of 
the elements, failure of equipment, or for any other cause beyond its control. 

2.03 This Agreement is made subject to the jurisdiction of any 
govemmental authority or authorities having jurisdiction in the premises and the 
performance thereof shall be subject to the receipt of all regulatory approvals, in form 
and substance satisfactory to the parties hereto, necessaiy to permit the parties hereto to 
perform all the duties and obligations to be performed by such parties hereunder. 

2.04 This Agreement shall inure to the benefit of and be binding upon 
tiie parties hereto and tiieir respective successors and assigns, but this Agreement shall 
not be assigned by either party hereto without the written consent of the other, except (a) 
to a successor to all or substantially all the properties and assets of such party, or (b) to a 
trustee under an indenture securing any indebtedness of such party. 

2.05 All notices and requests under this Agreement shall be in writing 
and shall be sufficient in all respects if delivered in person or sent by registered mail 
addressed to the party to be served at such party's general office or at such other address 
as such party may from time to time in writing designate. 
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IN WITNESS WHEREOF the parties hereto have caused this Agreement to be 
duly executed as of the day and year fu-st above written. 

OHIO VALLEY ELECTRIC CORPORATION 

By 
Its 

INDIANA-KENTUCKY ELECTRIC CORPORATION 

By 
Its 
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EXECUTIVE SUMMARY 

Ohio Valley Electric Corporation / Indiana Kentucky Electric Corporation (OVEC/IKEC 
tiereinafter referred to as "OVEC") contracted URS Corporation (URS) to provide an 
independent technical review of the current condition and the operational and maintenance 
plans of their Kyger Creek (Kyger) and Clifty Creek (Clifty) Plants, to assess the potential for 
successful operation of the plants through the year 2040. URS reviewed OVEC supplied data 
and visited both plants in April 2011. Following are the major conclusions of the review: 

Ability of Plants to Operate As Planned 

Each unit has been operating primarily in a base loaded mode with recent forced outage rates 
of less than 5% to 11% at Kyger and 5% to 9.2% at Clifty. Forced outage rates are trending 
downward and it is reasonable to expect the downward trend to continue as there are major 
boiler tube replacements being performed. The overall system produced a low of 15.84 GW 
hours in 2010 of electrical output to a maximum of 17.92 GWhours in 2006. Twenty (20) year 
budget projections are based on 15.6 to 15.8 GWhours per year. As the flue gas desulfurization 
(FGD) Scrubbers are brought on line in 2011 through 2013, there will be an increase in auxiliary 
power usage of 4% or more, plus the scrubbers might cause more forced outages. At a 
minimum there will be a "shake down" period as the scrubbers are operated and the fuel is 
switched to primarily Eastern Coal. The OVEC system appears capable of producing to the 
planned production levels. 

Adequacy Of Projected Capital and Operating Costs 

Through 2015, projected plant performance appears reasonable and the budget projections 
appear capable of supporting this continued operation. The bulk of the capital expenditures will 
be on the boiler and scrubbers. After 2015 or 2016 the boiler capital costs should decrease with 
the end of the major re-tubing and partial header replacement projects. There should be no 
additional capital cost for the scrubbers after 2015 for the forseeable future. 

These budgets assume very little capital spending on the turbogenerator units and accessory 
electric equipment through 2015. These low capita! expense budget numbers for the 
turbogenerator and other electric equipment will almost certainly increase after 2015. 

The total installed scrubber cost of $1,334.8mm is included in the budget, as well as an increase 
in maintenance costs for the scrubbers. Of this total scrubber cost, $988.5mm was already 
spent through 2010, and the remainder will be paid from 2011 through 2015. 

With the installation and operation of the scrubbers in 2011 through 2013, the long term 
projections of generation output, operations and maintenance costs, and capital equipment 
costs appear realistic. However, as the scrubbers are major plant additions, there is some cost 
uncertainty to its effect on maintenance and operations. 

Environmental Compliance, Present and Future 

The installation of the selective catalytic reduction units (SCR's) in 2002 and 2003 has reduced 
NOx emissions to less than required levels. 
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Wet Flue Gas Desulphurization (FGD) units are planned for installation on all eleven (11) units 
from 2011 through 2013. Modifications are in progress or already completed to the ash ponds, 
stacks and ID fans. 

With the Electrostatic Precipitators (ESP) installed on each unit in the 1970's and the current 
stack performance, particulate emissions are also less than regulatory limits. No significant 
changes are anticipated except as may be related to the installation of the FGD systems. 

OVEC anticipates that all units having SCR and FGD systems should comply with the proposed 
Utility Maximum Achievable Control Technology (MACT) and Transport rules without the need 
for additional controls. OVEC believes that the co-benefit of the FGD and SCR systems will 
achieve the anticipated regulatory requirements for mercury control, since the SCR system will 
oxidize the mercury for more effective removal by the FGD system. Both systems are expected 
to be able to meet control requirements for other pollutants (e.g., particulate matter, acid gases) 
covered under both rules. OVEC is currently conducting preliminary engineering for retrofitting 
an SCR system on only one boiler (Unit 6 at Clifty Creek), which is the only boiler not equipped 
with this control. A decision on whether SCR would be retrofitted would be made once these 
rules become final. 

The ammonia on demand system (AOD) is working adequately. 

OVEC is complying with all federal and state regulations on water quality. OVEC was proactive 
and successful in negotiating a settlement with Ohio EPA regarding a non-routine ammonia 
release from the Kyger Creek plant in July 2009. This release resulted in a fish kill in Kyger 
Creek. Upgrades have been completed for installing a new landfill at Clifty Creek and new ash 
pond and landfill at Kyger Creek for meeting anticipated regulations related to NPDES and Coal 
Combustion Residues or Products. 

OVEC has minimized its use and generation of hazardous wastes, and no significant cost 
impacts are expected due to hazardous wastes. OVEC believes that EPA likely would not 
regulate coal combustion products or residues as a special waste subject to regulation under 
Subtitle C of Resource Conservation and Recovery Act (RCRA). Therefore, OVEC does not 
expect any future significant increases in the generation of hazardous wastes. 

OVEC has no underground fuel oil storage tanks. 

URS believes that OVEC is doing an excellent job in their existing and planned environmental 
compliance strategy. 

Good Management/ Engineering Practices 

OVEC actively monitors their plant production, operations, maintenance, forced outages, 
emissions and costs. Management uses this data to identify trends and developing problems. 
With the advantage of eleven (11) units of the same age and nearly identical design, when 
degradation at one unit is observed and corrected, evaluation is performed of the need for 
modifications at the other ten (10) units. Based on observations and plant production, URS 
believes that Kyger and Clifty plants are managed well for long term operation. 
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Expected Life Of Physical Assets And Major Risks To Life Expectancy 

If the Clifty Creek and Kyger Creek plants operate to 2040, they will be 85 years old. This is an 
unusually long service life for generating facilities. Traditionally the old facilities have been 
retired based upon efficiency compared to new units, excessive maintenance costs, low 
availability, new technology, or difficulty in achieving new environmental requirements. Any of 
these driving forces could develop and push unit retirement prior to 2040. However, it is URS' 
opinion that it is a reasonable expectation that the six (6) units at Clifty Creek and five (5) units 
at Kyger Creek can be expected to operate through 2040. This opinion is based upon the 
following observations: 

1. The original design was robust with an unusual amount of redundancy. 
2. The operation over the first 48 years was nearly always base loaded with limited thermal 

cycles on the equipment. 
3. Since 2003, some limited load following operation has been performed, but the thermal 

cycling is limited by the requirement to maintain operation of the SCR's. 
4. Appropnate maintenance and inspection of equipment has nearly always been a high 

priority, and critical equipment has been maintained properly. 
5. The plants run at or below pressure and temperature design conditions. 
6. Management is continuing to work towards improvement of maintenance, operation and 

inspection practices. 
7. There appears to be a very strong sense of "ownership" by the plant employees that 

they are working to assure the plants' long term operation. 
8. Management appears to be focused on long term plant operation, not on a short term 

profit. 
9. Major equipment repairs have been implemented in the last four (4) years, with major 

events planned through 2015. The major focus is boiler tube and header replacement. 
10. Cost of electricity is competitive with neighboring utilities. 
11. Major environmental upgrades have been made and will be completed by second 

quarter of 2013. This will complete the scrubber installation. At this time, all known 
regulatory requirements will be achieved. 

12. At both Clifty and Kyger, sophisticated simulators has been installed to train new 
operators, and to refresh training of experienced operators. This training emphasis 
should reduce the potential for catastrophic operator error. 

13. Work force is experienced at the plant. Management is aware of likely turnover due to 
retirement, and is working to assure younger personnel are trained and ready to move 
into more responsible positions. 

14. There is a true focus on water chemistry, including on-site chemists and functional 
laboratories. This is unusual compared to other plants that have shut down their in-
house chemical laboratories. 

Recognized risks that exist for OVEC, as well as most other United States coal fired electric 
generating plants include: 

• Scrubber integration may be more difficult than expected. This is not expected to be an 
issue, as the plant personnel appear realistic about the challenges and several possible 
operational and maintenance issues have been considered. 
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Major unexpected equipment failures may occur that are too expensive to repair. This 
includes minor damage that can cause major fires, such as a lube oil system failure. 

Units are converted to cyclic or load following operational mode. This would adversely 
affect remaining life of high temperature equipment, and risk more operational events 
that could damage equipment. 
Serious operational error that causes direct and collateral damage. 

Major new environmental or other regulatory requirements, such as an enhanced "new 
source review". 

Major shift in fuel prices and technologies, particularly in combination with onerous new 
environmental regulations. 
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1.0 INTRODUCTION 

1.1 SCOPE OF WORK 

URS Corporation (URS) was retained to perform an independent technical review of the 
current condition and the operational and maintenance plans at the Ohio Valley Electric 
Corporation / Indiana - Kentucky Electric Corporation (OVEC) Kyger Creek Plant ("Kyger") 
Units 1 through 5, and Clifty Creek Plant Units 1 through 6. This review has been 
conducted to assess the financial viability of the plants through the year 2040. 

A Life Expectancy Study was conducted by URS, Sirois Engineering & Consulting, Inc. 
and Stone & Webster, Inc. resulting in the Kyger Creek Life Expectancy Study Report, 
Rev. 2 issued March 26, 2004 and the Clifty Creek Life Expectancy Report, Rev. 2 issued 
March 26, 2004. The data for these reports was complete through November 30, 2002. 
URS performed a follow up study through July 31, 2005. This new study is intended to 
assess the actual operations, maintenance and capital improvements experience from 
Dec. 1, 2002 to December 31, 2011 in comparison to the 2005 report assumptions. A 
physical assessment has been made in 2011 of the condition of the units to confirm the 
quality of the previous assumptions. Lastly, expected changes in fuel, operations, 
regulations or other factors that would affect the long term physical and financial viability of 
the plant are discussed. 

This report contains the following sections: 
Section 1, Introduction, including Scope of Work, Methodology, Assumptions and 
References. 

Section 2, Kyger Greek Plant Description, Review of Operations and Assessment of Plant 
Conditions with special attention paid to changes since 2005. 

Section 3, Clifty Creek, Plant Description, Review of Operations and Assessment of Plant 
Conditions with special attention paid to changes since 2005. 

Section 4, Environmental Compliance, reviews the system's compliance with current 
regulations, and the modifications that will be required to comply with scheduled changes 
in regulations. 

Section 5, Review of System Operations Plans, reviews OVEC plans in cntical operational 
areas as they may affect the reliability and financial performance of the plant over the next 
29 years. Specific review areas include coal supply, equipment upgrades, performance 
goals, transmission adequacy, planned capital improvements and planned O&M 

Section 6, Projected Life Expectancy provides a qualitative assessment of the condition of 
the plants compared with the assumptions based on the 2005 data. 

Section 7, Conclusions compiles the information from alt of the above sections to evaluate 
adequacy of OVEC's plans to successfully operate the plants over the next 30 years. 
These include environmental compliance, implementation of good engineering, operational 
and maintenance practices, expected remaining life of critical equipment, and major risks 
to life expectancy. 
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1.2 METHODOLOGY 

This report summarizes major capital expenditures, operational and maintenance history, 
and environmental history from 2000 through February 2011, as supplied by OVEC. URS 
consultants visited Clifty and Kyger Plants to clarify the OVEC data and perform a high 
level evaluation of the plant condition. Data and observations are compared to the 
information available from the 2005 report to assess the plant performance versus the 
expected performance in the previous report. In addition, expected changes in fuel, 
known environmental regulation revisions, and other expected changes affecting plant 
performance are noted. 

This report also provides a summary of our review and opinions regarding the following: 

Condition of Plant Equipment 
Remaining Life Projection (physical and operational life) 
Operations & Maintenance Life Projection Requirement 
Capital Expenditure Projections through 2015 
Environmental issues 
OVEC's Budget Projections 

The Technical Review is limited to the scope of work described above and does not 
include review of the following: 

• FERC Requirements and State Ratemaking Requirements 
• Debt parameters, IRR targets, capitalization, insurance, or tax issues, 
• OVEC management and personnel issues 
• Legal issues relating to contracts and power sales agreements 
• Power market issues, regulatory (non-environmental) issues, credit issues 
• Unknown future laws related to power plant operations and environmental regulations 

URS conducted this analysis and prepared the report utilizing reasonable care and skill 
and applied methods consistent with normal industry practice. Our opinions are based on 
our experience and documentation provided to us by OVEC. The documents URS has 
relied upon are listed in Section 1.4. 

The participants in this review are: 

Mike Damian, URS Project Manager 
George Warriner, URS Manager, Power Projects 
Gerry May, URS Manager of Mechanical Integrity 
Gunseli Shareef, URS Vice President, Power Sector 
John Martinez, URS Environmental Specialist 

1.3 ASSUMPTIONS 

In the preparation of this report and in formulating the expressed opinions, URS has made 
certain assumptions with respect to physical condition of components that may exist or 
events that may occur in the future. If events or circumstances are different than currently 
forecast then the budgets may be impacted. The O&M and capital expense projections, 
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maintenance plans, and equipment inspection reports were developed by OVEC and 
reviewed by URS. Assessment of legal issues, such as assignment of contractual rights, 
and procedural issues related to permits and permit waivers is outside of URS's scope of 
work as Independent Technical Reviewer. 

URS personnel conducted a site visit on April 26, 2011 at Kyger Creek plant and April 27, 
2011 at the Clifty Creek plant. The plants were visually inspected for general condition 
and to understand the history and future operational plans. The information gathered was 
used to verify the condition of the major equipment as represented in the maintenance 
reports. 

The following assumptions pertain to this study and its results: 

a. The report, "Independent Technical Review Kyger Creek & Clifty Creek Plants," Rev. 
1, September 15, 2005 provides the baseline data and analysis for this 2011 report. 

b. OVEC provided operation, maintenance, environmental and financial data; 
representing 2000 through 2010. 

c. OVEC provided limited budget information for maintenance and capital equipment 
through 2015, and preliminary plans to 2020. 

d. This review is based on operation through the year 2040. 

e. OVEC operating and maintenance practices will continue as reported previously and 
are represented in OVEC's expected reliability and expected expenses over the next 
30 years. 

f. Major overhaul intervals will continue at ten (10) years for the HP turbine sections and 
20 years for the LP turbine sections. 

g. Feedwater heaters will generally be replaced or retubed when tube pluggage exceeds 
ten percent, except as noted. 

h. Balance of plant equipment will be "replaced-in-kind" except as noted. 

i. Major replacements are timed to correspond with scheduled major overhauls. 

j . All costs are estimated in nominal 2011 dollars. 

j . For the boiler, the planned outages for inspection and routine maintenance will 
continue on an annual basis or perhaps be extended up to three (3) years. 

k. All eleven (11) Kyger and Clifty units are similar in design, equipment manufacturer, 
performance, operation and maintenance. Any known significant differences are noted 
throughout this report. 

I. All five (5) Kyger Units are typical, except Unit 1 turbine generator, which is a GE, 
similar to turbine generators at Clifty Creek plant. 
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m. All six (6) Clifty Units are typical, except Unit 6 has a hot side precipitator and no SCR, 

compared to the other units having a cold side precipitator and SCR. 

n. All of the units will continue to operate as base load units, and not converted to load 
following or cycling operation. Some load following in the evening and weekend hours 
is expected to be limited by the need to keep the SCR's operational. 

0. Balance of plant equipment including, but not limited to, heat exchangers, condensers, 
pumps, valves, intake structures, outflow structures, condensers, conveyors, barge 
unloading facility, stacks, SCRs, instrumentation, transformers, fire protection 
systems, ash ponds and critical piping at both plants will continue to be inspected 
periodically and maintained. 

1.4 REFERENCES 

Clifty Creek & Kyger Creek Data and Industry Data: 
1. OVEC-IKEC Generattng Availability Statistics, 2010, Updated February 7, 2011 
2. OVEC-IKEC 2010 Maintenance Planning Package May 19. 2010. 
3. Kyger Creek Unit 2, Annual Maintenance Outage, Scheduled Outage April 09, 2010. 
4. Kyger Creek Operating Plan 2011 -2015. (Power Point Presentation) 
5- Clifty Creek Operating Plan 2011 -2015. (Power Point Presentation) 
6. Clifty Creek Plant Maintenance Dept. Misc Data Sheet, Turbine Generators, 5 April 

2011. 
7. Use Factor-Available Power Sales to Sponsors, July 2010 to December 2010. 
8. OVEC Operations December 24 to December 30, 2010. 
9. Clifty Creek Unit #1 Outage Report, Maintenance Department, January 10, 2011; 

Planned Outage 3-27-10 to 6-1-10. 
10. Gross and Net Real Power Capability Verification Form, all 11 units. Summer 2010. 
11. Performance Measures Reports, MicroGads, Jaunary 2005 to February 2011. 
12. Event Summary Report, Microgads, January 2005 to February 2011. 
13. Generation Summary Report, Microgads, January 2005 to February 2011. 
14. Independent Technical Review, Kyger Creek & Clifty Creek Plants, Ohio Valley 

Electric Corporation, by URS, September 15, 2005. 
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2.0 KYGER CREEK PLANT 

2.1 PLANT DESCRIPTION 

Kyger Creek Plant consists of five pulverized coal-fired steam electric generating units, 
each designed to produce a total of approximately 217 MWe guaranteed output. The units 
were commissioned in 1954 and 1955. Each unit consists of one (1) boiler and one (1) 
steam turbine generator. Each unit shares common facilities such as water treatment, fuel 
handling and ash disposal facilities, main powerhouse building, maintenance shops, 
service building, warehouse, and the wastewater treatment facilities. 

2.1.1 Boiler System 

The five (5) boilers are replicate units designed and manufactured by Babcock & 
Wilcox Company (B&W). See Figure 2-1 for a typical side elevation of the Kyger 
Creek and Clifty Creek boilers. The boilers are natural circulation, balanced draft 
(converted after initial commissioning), wet bottom furnace, open-pass, single reheat 
type steam generators. Table 2-1-1 provides additional boiler data. They were 
originally designed for operation with high sulfur Midwest bituminous coal; currently 
the fuel supply is a blend of mid-sulfur bituminous coal and low-sulfur western sub-
bituminous coal from the Powder River Basin (PRB). 

The Plant has no auxiliary boilers available for start-up purposes. Auxiliary electric 
power is available from the grid for starting one unit during a plant black-start 
condition. Once one unit has been started, the other units can then be started. 

Boiler draft fans are provided on a 2 x 60 percent capacity basis for the forced draft 
and 1 x 100 percent for the induced draft systems, respectively. Adjustable speed 
drives were added to all FD and ID fans when the SCRs were installed. The FD fans 
have a great deal of over capacity. The ID fans are sufficient, but there is no excess 
capacity. 

The boiler water chemistry is achieved using softened water with an RO unit per 
current ASME guidelines. Oxygen scavenging has been discontinued. 

Since commissioning, the units were converted from pressurized operation to 
balanced draft. The flue gas recirculation system has been removed and 
electrostatic precipitators (ESP) have been installed on each unit. In 2002 and 2003, 
NOx reduction methods have been installed that are comprised of overfire air, and 
retrofit of SCR systems on each unit. Low NOx burners have not been installed. 
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Figure 2-1 Kyger Creek & Clifty Creek Plants Boiler Side View 
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Table 2-1-1 

Kyger Creek Plant Boiler Data 

Item 
Commercial Operation Year 
Manufacturer 
Type 

Main Steam Temp (°F) 
Reheat Steam Temp (°F) 
Operating Pressure at SHO 
(psig)* 
Design Pressure Rating (psig) 
Main Steam Flow (Ibs/hr) 
Reheat Steam Flow (Ibs/hr) 

Circulation Type 
Air Heater 

Furnace Type 
Pulverizer Type 

Primary Air 
Additive System 
Burners 

Slag Blowers 
Furnace Draft 
Forced Draft Fan 

Induced Draft Fan 

NOx Control 

Unit No. 1-5 
1954-1955 
Babcock & Wilcox Corp. 
Front Fired - Wet Bottom Furnace 

1,050 
1,050 
2,075 

2,400 
1,336,000 
1,194,000 

Natural 
Three Regenerative 
(Bisector Design) 
Single, wet bottom with open pass. 
7 - Babcock & Wilcox Model EL 70 Ball & Race 
Pulverizers 
7 — centrifugal type motor driven hot PA fans 
Goal slag viscosity control done with magnetite injection 
Directional flame burners on three rows on the front 
waterwall. No. 2 oil ignition. 
31-Diamond Power with steam blowing medium 
Balanced Draft 
Two fans with original casings and new wheels, blades 
and adjustable speed drives installed in 2002 and 2003. 
One fan with original casing and new wheel, blade and 
Robicon adjustable speed drive installed in 2002 and 
2003... 
All 5 units retrofitted with SCR system in 2002 and 2003. 

* Unit operated at 2,000-psig throttle pressure 
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2.1.2 Emission Control Systems 

2.1.2.1 General 

The emission control system at Kyger Creek Plant consists of electrostatic 
precipitators for particulate emission control with the new SCR system for 
NOx control. Two (2) scrubbers are currently under construction and 
expected to be operational in the fourth quarter of 2011 and first quarter of 
2012. 

2.1.2.2 Electrostatic Precipitators 

The units were originally equipped with mechanical collectors. They were 
retrofitted with cold side electrostatic precipitators from Flakt Inc. during 
1978-1980. Salient features of the precipitators are: 

Supplier 
Flue Gas Flow Rate 
Flue gas Inlet Temperature 
Inlet Dust Loading 
Specific Collection Area. (SCA) 
Effective Collecting Area 
Length of Discharge Wire 
T/R Sets Rating 
Guaranteed Collection Efficiency 
Guaranteed Emission 

Flakt Inc. 
925,000 CFM 
350°F 
0.5 - 3.5 grains/acf at 350°F 
336(sq. ft./1000acfm) 
310,439 sq.ft. 
236,652 ft. 
700 mA/55 kV/61 kVA 
99% 
0.035 grain/acf (Maximum) 

A fiue gas conditioning (FGC) system was added in 1999 to augment 
precipitator performance. The FGC system was supplied by Wahlco Inc., 
and consists of sulfur burner, catalytic oxidafion and sulfur trioxide injection 
grid and attendant controls. The overall ESP control system was upgraded 
in 2001. 

2.1.2.3 SCRs 

The SCR systems were installed on all five (5) units in 2002 and 2003 over 
the top of turbine roof. ID fans were modified, and turbine bay structural 
columns were reinforced to support the additional weight. 

Supplier 
Catalyst Manufacturer 
Catalyst Type 
Catalyst Specific Surface Area (m^/m^) 

Riley 
Argillon 
Plate 
353 
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Plate Pitch (mm) 
Plate Thickness (mm) 
Plate Height (mm) 
Catalyst Volume Per Unit (m^) 

o Initial 
o Full 

Design Temperature (°F) 
Design Flow Rate (scfm) 
Removal Efficiency 

5.6 
0.8 
625 

378.4 
504.5 
700 
481,507 
90% 

2.1.2.4 Stack 

The original stacks were replaced with a single stack in 1980. All five (5) 
units discharge through this approximately 990-ft. single stack. The stack 
consists of a concrete shell and a steel liner with attendant standard 
appurtenances such as rain hood (stainless steel), CEMS, access 
platforms, navigational lights and personnel elevator. This stack will be 
replaced with a new stack downstream of the new scrubbers. The old stack 
will be leff in place and converted to other use later. 

2.1.2.5 Scrubbers 

Units 1 & 2 will be serviced by one Jet Bubble Reactor (JBR) and Units 3, 4 
& 5 by a second JBR. Scrubbers are Chiyoda design with Black & Veatch 
as AE for auxiliary equipment and design. S02 emissions are estimated to 
decline from the current 124 tons per year for all five (5) units burning 
Powder River Basin (PRB) blended coal, to 5 tons per year using Eastern 
coal at 6.5 to 7 lbs sulfur per ton. This will achieve reductions as required 
by EPA and state regulations. 

The use of Eastern coal at approximately 80% and PRB 20% will reduce 
transportation costs. While there is a possibility of additional savings for the 
cost of the coal at the mine, this is dependent upon market forces at the 
time of purchase. 

A new dock and barge off-loading facility is complete for receipt of the 
limestone. Conveyors are installed from the storage area to the scrubbers. 

The gypsum output of the scrubbers is not commercial grade and will be 
de-watered, conveyed approximately one (1) mile, and then trucked to the 
nearby OVEC landfill. The bottom ash that is being dewatered and sent to 
the landfill will use this same conveyor. As the conveyor is used, it is 
anticipated that there will be some issues with dust and maintenance. 

The scrubbers were originally planned to be operafional by January 1, 
2010. However, Chiyoda and American Electric Power (AEP) discovered 
problems with corrosion of the scrubber tank, and the strength of the PVC 
pipe. The extruded PVC pipe is being replaced with fiber reinforced pipe 
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(FRP) for additional strength. The tank is being lined with a high alloy steel 
on the walls and bottom to minimize corrosion. 

There is expected to be a learning curve in operation of the scrubbers and 
interface with the existing plant and new coal. Extensive analysis has been 
performed on the operation, including the possible interaction between units 
since multiple boilers feed one scrubber. The control room has already 
been upgraded with the links to the equipment and instruments. 

Maintenance of the scrubbers will require adaptation as it is learned how 
long the scrubbers can operate without shutting down. The tanks can 
operate with 3 of 4 agitator blades operational. If a second blade fails, then 
all units connected to the scrubber must be shutdown. There is no by-pass, 
or cross-fie between units and scrubbers. It is esfimated it will require 10 
days to 2 weeks for a scrubber shutdown to clean out the tank and perform 
routine maintenance and inspection inside the tank. This will affect short 
outage plans, as work on 2 or 3 units may need to be performed 
simultaneously on multiple units and the scrubber. 

2.1.2.6 Ash Disposal 

As was planned in 2005, the fly ash pond has been de-commissioned and a 
new pond opened closer to the plant. The new pond has been filling in. A 
long term program has been implemented to remove fly ash by dredging, 
dewatering it, and conveying and trucking it to the Kyger Creek landfill. 

Most of the bottom ash is sold for industrial use. Only a small percentage is 
trucked to the landfill. 

2.1.3 Turbine Generators 

The Kyger Creek Plant includes one (1) General Electric and four (4) Westinghouse 
turbine generators with the following characteristics: 

Table 2-1-2 
Kyger Creek Turbine Generator Details 

Plant 

Kyger Creek 1 

Kyger Creek 2 -
5 

Manufacture 

GE 

Wesfinghouse 

Nom. Size 

217,260 KWe 

217.260 KWe 

Type 

CC2F38 

CC2F40 

Steam Conditions 

2,000 psig -
105071050°F 

2,000 psig -
105071050°F 

Age 

55 

55 

The Unit 1 turbine-generator manufactured by General Electric is a cross-compound 
unit with the HP-IP (high-pressure and intermediate-pressure) turbine-generator 
operating at 3,600 RPM and the LP (low-pressure) turbine-generator consisting of 
two (2) separate low-pressure turbines with 38-inch last stage blades operating at 
1,800 RPM. The HP/IP and LP rotors are configured in opposed flow configuration. 
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This turbine was placed into service in 1955 and has a nominal rafing of 217 MWe. 
Turbine design throttle conditions are 2,000 psig, 1,050°F main steam and 1,050°F 
reheat. Control valves are integral to the upper and lower half shells. The control 
valves are controlled by a mechanical hydraulic system (MHC). The unit control 
system is designed to operate in a combination of partial arc admission and full arc 
admission depending on whether the unit is in a startup mode, partial load or full load 
condition. During startup, the control valves are full open and steam is controlled by 
one upstream stop valve with a by-pass valve for admitting sufficient steam to carry 
approximately 20 percent load. The control valves then take control for partial arc 
admission mode. The units operate with sliding pressure down to approximately 
1800 psig, in a load following mode. Main steam and reheat stop and intercept 
valves are separate from the turbine shells. 

The unit 2-5 turbine-generators, manufactured by Westinghouse, are in a cross-
compound arrangement. Separate HP (high-pressure) and IP (intermediate-
pressure) turbines are arranged in a tandem compound arrangement and drive a 
generator at 3,600 RPM. The LP (low-pressure) turbine-generator consists of low-
pressure turbine with 40-inch last stage blades. The LP turbine is an opposed flow 
configuration operating at 1,800 RPM. The HP, IP and LP rotors are opposed flow 
configuration to balance thrust. 

The unit 2-5 turbine generators were placed into service in 1955 and have a nominal 
rating of 217 MWe. Turbine design throttle conditions are 2,000 psig, 1,050°F main 
steam and 1,050''F reheat. Plant personnel report the current main steam and 
reheat operating temperature is nominally lOSO '̂F or less. Control valves, main 
steam and reheat stop and reheat intercept valves are separate from the turbine 
cylinders. The control valves are controlled by a mechanical hydraulic system 
(MHO). The unit control system is designed to operate in a combinafion of partial arc 
admission and full arc admission depending on whether the unit is in a startup mode, 
partial load or full load condition. During startup, the control valves are fully open 
and steam is controlled by one upstream stop valve with a by-pass valve for 
admitting sufficient steam to carry approximately 20 percent load. The control valves 
then take control for partial arc admission mode. The units can operate in sliding 
pressure mode down to approximately 500 psig in a load following mode. In fact, in 
reduced load operation the pressure is reduced to about 1800 psig and any 
additional load reduction is by valves so that adequate temperature is maintained in 
the SCR's for continued operation. 

The turbines have not been upgraded with higher efficiency rotors or other efficiency 
upgrades. Such installation might require a New Source Review. 

There are system spares in OVEC for the turbine rotors, both the HP/IP and LP 
rotors. Since units are identical, rotors have been moved between units and the 
spares used over the years. 
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2.1.4 Balance of Plant 

The regenerative feedwater heating system consists of three (3) LP heaters (1, 2, 3) 
arranged in series feeding a direct contact deaerating heater. The HP heater 
configuration consists of two parallel heater trains, each including three (3) HP 
heaters (5 E&W, 6 E&W, 7 E&W). The condensate and feedwater pumps are 
horizontal, single speed motor driven type. There are 3 - 50% feedwater pumps and 
2 - 100% condensate pumps. 

The condensers are single pressure, with Arsenical Copper tubes, directly cooled by 
Ohio River water provided by horizontal scroll case, low speed circulating water 
pumps. Two pumps and a condenser are provided for each unit. 

The main steam piping is seamless P22 and the hot reheat system piping was 
originally seamless P11 with welded elbows and a welded WYE fitting. Since 2005, 
all original seam welded hot reheat components have been replaced with forged 
seamless components. This greatly reduces the risk of a catastrophic steam failure. 

Each unit has three (3), single phase, three (3) winding generator step up 
transformers. A winding is provided in each transformer for the HP generator, the LP 
generator and the high voltage. 

2.2 REVIEW OF OPERATIONS 

2.2.1 Operation Characteristics 

Historically, the units are operated essentially In a base-load mode. However, in 
2002 and part of 2003 the units operated in a daily load following mode. Since 2003, 
the units have been base loaded again. There is some load following on weekends 
and nights, but the temperature cycling is limited to assure that the SCR's confinually 
operate. 

The load is reduced by sliding pressure to 1800 psig. Additional reduction to 
approximately 85 MWe net is by throttling. Current operation with the coal blends 
and auxiliary equipment results in full generation at 1050°F or less on the main 
steam and hot reheat systems, which does not exceed the 1050°F design 
temperature. 

Planned outages, forced outages, de-rating for equipment repairs, and occasional 
environmental issues have caused less than full generation. 

With the addition of the scrubbers, the net additional parasitic load is expected to be 
4 to 8 MWe per unit. Current Auxiliary Power Requirements are 16 to 17 MWe per 
unit. With the change to a higher blend of Eastern Coal, there is no anticipation of 
major changes to the plant operating characteristics. There will be some 
optimization work required to settle on the best fuel mix, soot blowing methods, and 
other boiler operations. 
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2.2.2 Operating Capability and Reliability 

The Kyger units historically have, and presently each is, operated in approximately 
the same fashion and for the same duration. Table 2-2-1 shows the total generation 
for each unit from 2001 through 2010. Note that the total generation was greatest in 
2004 through 2006 and has been relatively consistent prior to 2004 and post 2006. 

Table 2-2-2 contains annual plant producfion data. Given the relatively similar 
operational characterisfics of the individual units, URS determined that it was not 
necessary to analyze each unit for purposes of this evaluation. Plant use is about 
7% of gross generation. Load, Capacity and Capability Factors increased in 2004 
and 2005 over the previous two years while the heat rate improved. However, in 
2006 through 2010, the heat rate increased, while the load, capacity and capability 
factors decreased to levels similar to 2002 and 2003. 

Except for long outages attributed to SCR installation, the Kyger units availability 
factor from 2000 to 2006 was not less than 85 percent, and routinely well over 90 
percent. See Table 2-2-3. Since 2007, the availability factor is generally 83% to 
87%, with some lower factors in years with major planned outages. 

The units are tested annually for gross and net capability. Table 2-2-4 shows the 
values in Net Generation since 2000 through 2005, except for 2002, and for 2010. 
There are some differences in the test methods over the years. The 2010 data is 
based upon summer tests that are adjusted for ambient conditions. For clarification 
and comparison, both the summer and winter adjusted values are provided. There is 
no indication of any reduction in capability in any of the units. 

Plant actual production data indicates that the Kyger units can generate 
approximately 235 to 240 gross MWe each during the winter months and about 215 
to 220 gross MWe during the summer months. Auxiliary loss is about 17 MWe per 
unit, and is consistent throughout the year. 

Forced outages are an indicator of the unit condition. Table 2-2-5 shows the annual 
equivalent forced outage rate for the Kyger Plant, The values were compiled by 
URS for each unit based on OVEC supplied GADS data. 

The average forced outage rate for the overall plant was less than 5.5% each year 
through 2005. In 2006 through 2008 it increased to a maximum of 11.17%, and then 
has been decreasing since. Each of the forced outages has been analyzed by the 
plant. It shows the vast majority of these forced outages are for boiler tube leaks and 
other boiler related problems. For example, in 2010, 74% of all EFOR's are 
attributed to boiler tube failures. Another 13% were related to other boiler issues, 
Including fouling, boiler ash hoppers, mills, PA Fans and Feeders. Of great 
significance is that electrical transformers, turbine-generators and aging plant 
auxiliary equipment are performing extremely well with very few failures and with 
limited down times when there is a failure. 

Units 1, 2 & 3 have had the largest forced outage rates, particulariy in 2008 & 2009 
on Unit 1, 2007, 2008 & 2009 on Unit 2 and 2006, 2008 & 2009 on Unit 3. On these 
three (3) units, the forced outages in 2010 were reduced significantly. 
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These statisfics led to the major tube replacement program that is being performed 
through 2014 on the Kyger boilers. With reduced likelihood of boiler tube leakage, it 
is expected that the EFOR's for the Kyger units will continue to trend downward over 
the next few years. 

2.2.3 Fuel Sourcing 

Since original commissioning, Kyger's fuel source has changed from high sulfur 
bituminous to a combination of bituminous and PRB sub-bituminous coals to meet 
operational requirements and air emission limits. 

With the expected commissioning of the scrubbers in 2011 & 2012, the coal sources 
and blends will be re-constituted. The expected blend is about 80% Eastern coal 
with 6.5 to 7 #/ ton sulfur, with 20% PRB. There will be changes to the performance 
of the units, as the BTU content of the coal should be greater than has been burned 
in the last few years. Slagging, coal handling and ash handling are all expected to 
change, particularly since the scrubbers will change unit operation. These changes 
are planned for as much as possible, and personnel are realistic that evaluations and 
adjustments must be made after the scrubbers are operational. 

At Kyger, there are no fly ash sales. The ash goes to a settling pond, is dredged out, 
de-watered, and then conveyed to trucks that take it about 2 miles to a landfill. The 
furnace bottom ash is used for various purposes off-site and is mined from the pond 
by a local company. 

In 2005, the amount of coal in the coal yard was very low. In 2010, reasonable 
reserves of Eastern Coal and PRB are now in the coal yard. With the move to 
Eastern Coal, on-time availability and delivery of coal is expected to be routine. 

2.3 OBSERVATIONS OF PLANT CONDITIONS 

2.3.1 Summary of Plant Conditions 

URS Consultants walked-down Kyger Unit 1 from the top to the basement floor, and 
observed the scrubber installation, coal yard, screens, stacks, conveyors, ash ponds 
and other plant equipment from the roof of Unit 1. In general the plant was found to 
be well maintained with most of the boiler components in a condition above average 
compared to other coal fired units of this vintage inspected by URS. The Kyger 
Creek Plant's conservative design and configuration is typical of a mulfi-unit 
pulverized coal-fired configuration. This includes a semi-indoor plant fueled through 
a common, covered coal gallery for the five units. The building is considered a 
common facility. Given its physical age, the visual condition of Kyger appeared to be 
very good for this vintage of power plant. There were no obvious signs of 
deteriorating structures, decking, support steel, piping, pipe supports, thermal 
insulafion, cable trays, etc. 

The SCR and precipitator additions, plus the on-going scrubber additions make for a 
relafively compact arrangement on the site. Space has been well utilized. Based 
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Upon observations and discussions with plant personnel, the plant modifications 
have been well enough designed that they have not created significant maintenance 
problems for existing equipment due to access limitations. When the SCR's were 
added, exisfing steel had to be reinforced, and this process assured all existing steel 
was carefully examined. 

The new scrubbers will force the refirement of the stack now in operation. Future 
use will be for maintenance. 

Tanks have been installed to inject Trona for control of "blue plume". This has been 
a relatively rare occurrence and should not be needed often. After the scrubbers are 
operational it is likely that trona will need to be injected more often. 

The fly ash pond is nearly full. A long term program has been instituted to dredge 
the bottom of the pond, de-water the fly-ash, and convey and truck the ash to the 
Kyger Creek landfllt. The same conveyor and trucking system will be used for the 
gypsum from the scrubbers. 

The dock and unloading facility for the limestone is operational. The scrubbers are 
still several months away from completion. 

There is a staffed chemistry lab performing water chemistry evaluations on site. This 
is unusual at plants today, but URS considers this an example of a commitment by 
management to assure the plant is well maintained. 

While URS did not see the training simulator at Kyger, we did observe a similar one 
at Clifty Creek. The facility is another commitment by management to assure that 
operators are well trained and will be ready to react properly when unusual events 
occur. This facility also is used by controls personnel to assure that planned 
changes to the controls logic function properly. 

There are about 350 people on staff at Kyger Creek. Management is planning for 
possible retirement of up to 25% of the people in the next 4 years. Since the plant 
appears to be one of the respected employers in the area, plant jobs are considered 
desirable, and the turnover is manageable. If the primary turnover is retirement, with 
the remaining people at the plant there should be adequate managers and senior 
people to train the replacement personnel. 

The plant personnel that URS met were knowledgeable, and focused on the long 
term viability of the plant. This is extremely important in that decisions should be 
made based upon long term plant production and availability, not upon short term 
least cost solufions. 

Outages are well planned through a five (5) year rolling schedule. There are 
preliminary "place holder" outage schedules from 5 to 10 years. There is probably 
more uncertainty in these schedules right now than in the past because of the addifion 
of the scrubbers. Since scrubber maintenance forces a shutdown of 2 or 3 units for 
days or weeks, there will have to be adjustments to attempt to perform as many of the 
standard maintenance and inspection items during each scrubber shutdown. Probably 
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scrubber shutdowns will be timed on the beginning or end of one of the unit major 
outages, if at all possible. 

There are safety committees and other groups that meet regulariy representing 
Kyger Creek and Clifty Creek, This provides good feedback to each plant on which 
improvements have worked the best. AEP, as the largest sponsor provides 
extensive technical support and planning. AEP also provides document control 
services for the plant drawings. 

OVEC/IKEC maintains well-documented programs for both capital and maintenance 
projects done at Kyger. Records were provided that showed all major maintenance 
on the boilers, turbine generators and other equipment since original plant 
commissioning. This is impressive record keeping, and is one more example of the 
long term commitment of management to the maintenance of Kyger Creek. 

2.3.2 Capital Improvements, Maintenance & Inspection History Since 2000 

Table 2-3-1 tabulates the Capital Improvements and Maintenance expenditure levels 
from January 2000 through June 2010, and the budgeted expenditures through 
2015. The capital expenses are dominated by the SCR installation in 2002 and 2003 
and the scrubber installation since 2005.There is a $44mm Boiler Plant Equipment 
capital expense in 2006, which is much greater than average. This one time charge 
includes the coal yard upgrades. 

With the major cycle of refurbishments of the boiler to be completed in 2014 at Kyger 
Creek, the projected boiler capital expenses are greatly reduced in 2015. Based on 
today's known problems, this is reasonable. Also, the basic re-tubing of major 
secfions of the boilers is a significant expense that should lower maintenance costs 
and forced outages for several years. 

Capital costs for the Turbogenerator and Accessory Electric Equipment are budgeted 
at less than historic averages through 2015. Given the current condition of the 
equipment this is reasonable through 2015. In later years it would be expected that 
this equipment capital expense would return to near its historic average. 

The maintenance costs were consistent from 2000 to 2006, In 2007 on and through 
the budgeted period to 2015, the boiler maintenance expenses increased 50%i to 
100% over the 2005 values. This reflects the increase in tube failures and other 
boiler related work necessary to keep the plants functional. Note that the boiler plant 
equipment capital budget is increased dramatically from 2010 to 2014 in an attempt 
to bring the boilers into good working order with minimum outage time in future 
operating years. 

The maintenance expense / budget include the full time maintenance staff, and thus 
there is a base cost of about 100 people that is relatively stable. The perturbations in 
maintenance levels are generally a function of the outage schedules and forced 
outages. Long outages, such as when the SCR's were installed, provide opportunity 
for more extensive maintenance of the boiler and turbines. There is expected to be 
some increased staff with the commissioning of the scrubbers, but with the boiler 

Independent Technical Review Kyger Creek & Clifty Creek Plants P a g e | 20 



URS 
improvements there is expected to be some minimal cost savings to boiler 
maintenance. 

Overall, Table 2-3-1 indicates a commitment by OVEC to maintain and improve the 
plants to meet the long term operational requirements. 

The following sections summarize of the significant improvements, repairs and 
inspections represented by the above expenditures. 

2.3.2.1 Boiler 

Boilers are chemically cleaned every three (3) years. Typically the cleaning 
results in "uncovering" some tube leaks and additional repairs are required. 

Each boiler is inspected and repaired annuaWy during a 14 day outage. 
Typical inspecfions include visual inspection of steam drum headers, tubes 
and supports, magnetic particle inspection of selected locations, replication, 
inspection for ligament cracking, and other standard NDE. Inspections are 
performed on a schedule and not all inspections are performed annually. 
Indications are consistently repaired at the fime they are found. 

Major tube replacements on the primary furnace were performed on the 
side wall, first baffie wall and roof in the 1979 through 1982 outages. 
Similar replacements are being performed now through 2014, The sloping 
floors are also being replaced on each unit through 2014. 

The reheat tubes and the reheater outlet headers are to be replaced on 
each unit in 2012 through 2014. 

SCR units were installed in 2002 and 2003 on all five units. These units are 
located above the turbine roof. 

All five units' lower front tubes of the primary furnace were replaced 2002 
and 2003. 

All five (5) units' lower bank and outlet legs of the secondary superheater 
were replaced 2000 to 2003, 

Secondary Superheater Upper bank last replaced in 1978 through 1980, 
although selected SSH platens have been replaced since then. 

Unit 3 lower left, lower right side walls and lower water wall headers 
replaced in 2010. 

Unit 3 Sloping fioor tubes and lower screen tubes replaced in 2010, 

Unit 1, replaced 30 Sloping floor tubes in 2007. 

2.3.2.2 Turbine Generator 
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As noted above, the H.P. turbine components are on a ten (10) year major 
overhaul schedule and the L.P. sections on a 20 year major overhaul 
schedule. Examinations are made annually during the boiler shutdowns. 
No unusual problems reported since 2002. 

A spare HP, LP and IP rotor exists on site for the Westinghouse turbine 
generators. The General Electric spare rotors are maintained and stored at 
Clifty Creek since they have six GE units. 

Some of the significant turbine generator maintenance accomplishments 
since 2005 include; 
• Unit 2, HP Turbine inner cylinder replaced 
• Unit 3, HP Turbine 1 *̂ Stage Curtis blades replaced 

2.3.2.3 Emissions Control System 

Selective Catalytic Reduction (SCR) systems were installed on all five (5) 
boilers at Kyger in 2003. These systems are capable of continuous 
operation and this mode of operation would result only in the additional 
variable operating costs associated with increased consumption of 
ammonia and catalyst. All associated SCR equipment maintenance 
increases proportionally to SCR operafing hours. 

Electrostatic Precipitators (ESP) were installed on all 5 Kyger units in the 
late 1970's. All five (5) units are fitted with "cold side" ESP's. These units 
are located downstream of the air preheater. The ESP systems were 
originally designed for operation with eastern bituminous coals or western 
sub-bituminous coals. Particulate control on all five (5) units has 
consistently operated well below the current emission limit. 

Flue Gas Desulphurization units (FGD, also referred to as "Scrubbers" and 
"Jet Bubble Reactor" (JBR)) are not currently installed at Kyger. OVEC 
originally planned to install FGDs on all five (5) units by January 1, 2010. 
Construction was nearly done, when problems were found at other units 
with corrosion of the tank, and strength of the PVC pipe. Re-design has 
been performed and construction is now confinuing for tie-in during late 
2011 and first quarter 2012. 

No mercury reduction systems are currently installed on any of the Kyger 
units. 

During each available opportunity, forced or planned outage, the SCR is 
inspected for fiy ash accumulation and cleaned if necessary. 

CEMS and other monitoring systems are calibrated and maintained as 
necessary. 

2.3.2.4 Stack 
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The exisfing Kyger slack will be taken out of service when the scrubbers 
are tied-in. There is a new stack installed downstream of the scrubbers. 
The old stack may be used for maintenance. 

2.3.2.5 Balance of Plant 

All steel, concrete foundations, turbine generator pedestal and other 
structural components appear to be in good condition. When the SCRs 
were installed, columns In the T-G building were reinforced to support the 
increased loads. 

Intake and outflow structures are periodically inspected and no significant 
deterioration has been found. Since there is only one in-take and outflow 
structure, it is difficult to perform maintenance with five units. 

Critical pipe and pipe supports are inspected bi-annually and adjusted or 
replaced, as needed. 

Asbestos pipe insulation has been nearly completely replaced with non-
asbestos insulation. Insulators are nearly continuously on site assuring the 
insulafion is in good repair. 

Electrical cable deterioration has not been a problem. 

Instrumentation and controls are continually being maintained and 
upgraded. The major upgrade in the control rooms to the Ovation system 
has been accepted by plant operators and the system is working properly. 

Some other equipment that has been repaired since 2005 include: 
• Retubed a total of six (6) feedwater heaters in various units. 
• Changed out the Ash hopper skirt and weir on Units 2 and 5 
• Replaced air heater baskets on Units 1 & 4 
• Retubed Units 2 and 3 Condensers 
• Repaired traveling screens on units 1 & 2 
• Rebuilt the air compressors on Units 1, 2, 4 & 5 
• Overiayed primary furnace tubes with 309 stainless steel on all five 

units. 
• Replaced reheat seam welded reheat line elbows and WYE fittings 

with seamless components. 
• Underground fuel oil storage tanks have been replaced with 

aboveground storage tanks, 

2.3.2.6 Coal Supply 

Coal supply will change significantly later in 2011 from primarily PRB to 
primarily Eastern coal. This conversion has a high level of attention by the 
plant personnel to manage this properly. On-time delivery of coal to the 
plant should not be any problem. 

Independent Technical Review Kyger Creek & Clifly Creek Plants P a g e | 23 



URS 
2.3.2.7 Transportation 

Coal is delivered to plant by barge. Docks are well maintained, as are the 
conveyor systems from the coal yard to the tripper. 

2.3.2.8 Electricity Transmission 

No recent changes have been made to the electrical transmission system 
from the plant to sponsoring companies. The system has been adequate, 
and sponsoring companies have the responsibility for the transmission 
system. 
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3.0 CLIFTY CREEK PLANT 

3.1 PLANT DESCRIPTION 

Clifty Creek Plant consists of six pulverized coal-fired steam electric generafing units, each 
designed to produce a total of approximately 217 MWe guaranteed output. The units were 
commissioned in the mid-1950s. Each unit consists of one boiler and one steam turbine 
generator. Each unit shares common facilities such as water treatment, fuel handling, ash 
disposal facilities, main powerhouse building, maintenance shops, service building, 
warehouse, and the wastewater treatment facilities. 

3.1.1 Boiler System 

The six (6) boilers are replicate units designed and manufactured by Babcock & 
Wilcox Company (B&W). See Figure 2-1 for a typical side elevafion of the Clifty 
Creek boilers. The boilers are natural circulation, balanced draft (converted after 
initial commissioning), wet bottom furnace, open-pass, single reheat type steam 
generators. Table 3-1-1 provides additional boiler data. They were originally 
designed for operation with high sulfur Midwest bituminous coal; now the fuel supply 
is a blend of mid-sulfur bituminous coal and low-sulfur western sub-bituminous coal 
from the Powder River Basin (PRB). In 2012 & 2013, with the commissioning of the 
scrubbers, the coal supply will be changed. 

The Plant has no auxiliary boilers available for start-up purposes. Auxiliary electric 
power is available from the grid for starting one unit during a plant black-start 
condition. Once one unit has been started, the other units can then be started. 

Boiler draft fans are provided on a 2 x 60 percent capacity basis for the forced draft 
and 1 X 100 percent for the induced draft systems, respectively. Adjustable speed 
drives were added to all FD and ID fans when the SCRs were installed. The FD fans 
have a great deal of over capacity. The ID fans are sufficient, but there is no excess 
capacity. 

The boiler water chemistry is achieved using softened water with a double RO unit 
per current ASME recommendation. Oxygen scavenging has been discontinued. 

Since commissioning, the units were converted from pressurized operation to 
balanced draft, the flue gas recirculafion system has been removed and electrostatic 
precipitators (ESP) have been installed on each unit. In 2002 and 2003, NOx 
reduction methods were installed that are comprised of overfire air, burner 
modifications and retrofit of SCR systems on units 1 through 5. The low NOx burner 
modificafions were found to not be totally effective, and were retrofitted back. 
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Table 3-1-1 

Clifty Creek Plant Boiler Data 

Item 
Commercial Operation Year 
Manufacturer 

Type 

Main Steam Temp (°F) 
Reheat Steam Temp (°F) 
Operafing Pressure at SHO 
(psig)* 
Design Pressure Rating (psig) 
Main Steam Flow (Ibs/hr) 
Reheat Steam Flow (Ibs/hr) 

Circutafion Type 
Air Heater 
Furnace Type 
Pulverizer Type 

Primary Air 
Additive System 
Burners 

Slag Blowers 
Furnace Draft 
Forced Draft Fan 

Induced Draft Fan 

NOx Control 

Unit No. 1-6 
1954-1955 
Babcock & Wilcox Corp. 
Front Fired - Wet Bottom Furnace 

1,050 
1,050 
2,075 

2,400 
1,336,000 
1,194,000 

Natural 
Three Regenerative (Bisector Design) 
Single, wet bottom with open pass. 
7 - Babcock & Wilcox Model EL 70 Ball & Race 
Pulverizers 
7 - centrifugal type motor driven hot PA fans 
Coal slag viscosity control done with magnetite injection 
Directional flame burners on three rows on the front 
waterwall. No, 2 oil ignition. 
31-Diamond Power with steam blowing medium 
Balanced Draft 
Two fans with original casings and new wheels, blades 
and adjustable speed drives installed in 2002 and 2003. 

One fan with original casing and new wheel, blade and 
Robicon adjustable speed drive installed in 2002 and 
2003,,, 
Units 1 through 5 retrofitted with SCR system in 2002 and 
2003, 

Unit operated at 2,000-psig throttle pressure 
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3.1.2 Emission Control Systems 

3.1.2.1 General 

The emission control system at Clifty Creek Plant consists of electrostatic 
precipitators for particulate emission control with the SCR system for NOx 
control. At this time, the plant does not have a flue gas desulphurization 
system for sulfur dioxide emission control, although it is under construction. 

3.1.2.2 Electrostatic Precipitators 

The units were originally equipped with mechanical collectors. Units 1 
through 5 were retrofitted with cold side electrostatic precipitators from Lodge 
Cottrell in 1977 & 1978. Unit 6 was retrofitted with a hot -side precipitator 
ffom Western Precipitator in 1976. Salient features of the precipitators are: 

Cold-Side Precipitators (Units 1 through 5) 
Supplier 
Flue Gas Flow Rate 
Flue gas Inlet Temperature 
Inlet Dust Loading 
Specific Collection Area. (SCA) 
Effective Gollecfing Area 
Length of Discharge Wire 
T/R Sets Rating 

Lodge Cottrell 
Design 925,000 CFM 
350°F 
0.27 - 3.7 grains/acf at 350°F 
532(sq.ft./1000acfm) 
492,480 sq.ft. 
316,000 ft. 
1000 mA/55 kV/61 kVA 

Guaranteed Collecfion Efficiency 98,41% 
Guaranteed Emission 

Hot-Side Precipitator (Unit 61 
Supplier 
Gas Flow Rate 
Flue Gas Inlet Temperature 
Inlet Dust Loading 
Specific Collecfion Area (SCA) 
Effective Collection Area 
T/R Sets Rating 
Guaranteed Collection Efficiency 
Emission 

0.05 grain/acf (Maximum) 

Western Precipitators 
1,303,000 acfm 
760°F 
0.37 to 3.4 grains/acf 
371 (sq.ft./1,000 acfm) 
483,413 sq.ft. 
1,000 mA/45kV DC 
99,4% 
0.0045 grain/acf 

A fiue gas conditioning (FGC) system was added in 1999 on units 1 through 5 
to augment precipitator performance. The FGC system was supplied by 
Wahlco Inc., and consists of sulfur burner, catalytic oxidation and sulfur 
trioxide injection grid and attendant controls. The overall ESP control system 
was upgraded in 1997 & 1998. 
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3.1.2.3 SCR 

The SCR systems were installed on units 1 through 5 in 2002 and 2003 over 
the top of turbine roof. ID fans were modified, and turbine bay structural 
columns were reinforced to support the additional weight. 

Supplier 
Catalyst Manufacturer 
Catalyst Type 
Catalyst Specific Surface Area (mVm^) 
Plate Pitch (mm) 
Plate Thickness (mm) 
Plate Height (mm) 
Catalyst Volume Per Unit (m^) 
Initial 
Full 
Design Temperature (°F) 
Design Flow Rate (scfm) 
Removal Efficiency 

Riley 
Argillon 
Plate 
353 
5.6 
0.8 
625 

378.4 
504.5 
725 
443,617 
90% 

3.1.2.4 Stack 

The original stacks were replaced with two (2) stacks in 1976. Units 1 
through 3 discharge through one stack and units 4 through 6 discharge 
through the other. The stacks consist of a concrete shell and a steel liner 
with attendant standard appurtenances such as rain hood (stainless steel), 
CEMS, access platforms, navigational lights and personnel elevator. Both 
these stacks will be abandoned in place when the scrubbers are 
commissioned in 2012 & 2013. A new single stack has been built to replace 
the existing two stacks. 

3.1.2.5 Scrubbers 

Units 1, 2 & 3 will be serviced by one Jet Bubble Reactor (JBR) and Units 4, 
5 & 6 by a second JBR. Scrubbers are Chiyoda design with Black & Veatch 
as AE for auxiliary equipment and design. S02 removal is estimated that 
from the current approximately 70 tons per year for all 6 units burning PRB 
blended coal, to 4 tons per year using Eastern coal at 6.5 to 7 lbs sulfur per 
ton. This will achieve reductions as required by EPA and state regulations. 

The use of Eastern coal at approximately 80% and PRB 20% will reduce 
transportation costs. While there is a possibility of additional savings for the 
cost of the coal at the mine, this is dependent upon market forces at the time 
of purchase. 

A new dock and barge off-loading facility is complete for receipt of the 
limestone. Conveyors are installed from the storage area to the scrubbers. 
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The gypsum output of the scrubbers is not commercial grade and will be 
trucked to the nearby Clifty landfill. 

The scrubbers were originally planned to be operational by January 1, 2010. 
However, Chiyoda and American Electric Power (AEP) discovered problems 
with cornDsion of the scrubber tank, and the strength of the PVC pipe. The 
extruded PVC pipe is being replaced with FRP pipe for addifional strength. 
The tank is being lined with a high alloy on the walls and bottom to minimize 
corrosion. 

There is anticipated to be a learning curve in operation of the scrubbers and 
interface with the existing plant and new coal. Extensive analysis has been 
performed on the operation, including the possible interaction between units 
since multiple boilers feed one scrubber. The control room has already been 
upgraded with the links to the equipment and instruments. Some benefit may 
be obtained in lessons learned on the scrubber operation from Kyger Creek, 
since it will be operational at least 1 year prior to Clifty Creek. However, it is 
recognized that the coal and other operations will not be identical at the two 
plants. 

Maintenance of the scrubbers will require adaptation as it is learned how long 
the scrubbers can operate without shutting down. The tanks can operate with 
3 of 4 agitator blades operational. If a second blade fails, then all units 
connected to the scrubber must be shutdown. There is no by-pass, or cross-
tie between units and scrubbers. It is estimated it will require 10 days to 2 
weeks for a scrubber shutdown to clean out the tank and perform routine 
maintenance and inspecfion inside the tank. This will cause an effect on 
short outage plans, as work on units may need to be performed 
simultaneously on multiple units and the scrubber. 

3.1.2.6 Ash Disposal 

The bottom ash has significant slag and is used as a liner for the landfill. The 
fiy ash is dry, and is trucked to the landfill. Some fly ash is sold to contractors 
for filler, if possible. 

3.1.3 Turbine Generators 

The Clifty Creek plant includes six (6) General Electric turbine generators with the 
following characteristics; 

Table 3-1-2 
Clifty Creek Plant Turbine Generator Details 

Units 

Units 1 through 6 

Manufacture 

GE 

Nom. Size 

217,260 KWe 

Type 

CC2F38 

Steam Conditions 

2,000 psig -
105071050°F 

Age 

50 
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These turbine-generators manufactured by General Electric are cross-compound 
units with the HP-IP (high-pressure and intermediate-pressure) turbine-generator 
operating at 3,600 RPM and the LP (low-pressure) turbine-generator consisting of 
two (2) separate low-pressure turbines with 38-inch last stage blades operafing at 
1,800 RPM. The HP/IP and LP rotoris are configured in opposed flow configuration. 

The turbines were placed into service in 1955 and have a nominal rating of 217 
MWe. Turbine design throttle conditions are 2,000 psig, 1,050°F main steam and 
1,050°F reheat. Control valves are integral to the upper and lower half shells. The 
control valves are controlled by a mechanical hydraulic system (MHC). The unit 
control system is designed to operate in a combination of partial arc admission and 
full arc admission depending on whether the unit is in a startup mode, partial load or 
full load condifion. During startup, the control valves are full open and steam is 
controlled by one upstream stop valve with a by-pass valve for admitting sufficient 
steam to carry approximately 20 percent load. The control valves then take control 
for partial arc admission mode. The units operate with sliding pressure down to 
approximately 1800 psig in a load following mode. Further reduction to 85MWe net 
power output is achieved by throttling. Main steam and reheat stop and intercept 
valves are separate from the turbine shells. 

3.1.4 Balance of Plant 

The regenerative feedwater heating system consists of three LP heaters (1, 2 & 3) 
arranged in series feeding a direct contact deaerating heater. The HP heater 
configuration consists of two parallel heater trains, each including three (3) HP 
heaters (5 E&W, 6 E&W, 7 E&W). The condensate and feedwater pumps are 
horizontal, single speed motor driven. There are three (3) - 50% boiler feed pumps, 
and two (2) - 100% condensate pumps. 

The condensers are single pressure, with arsenical copper tubes, direcfiy cooled by 
Ohio River water provided by horizontal scroll case, low speed circulating water 
pumps. Two (2) pumps and a condenser are provided for each unit. 

The main steam piping is seamless P22 and the hot reheat system piping is 
seamless P11. None of this pipe, fittings or headers is seam welded. 

Each unit has three (3), single phase, three (3) winding generator step up 
transformers. A winding is provided in each transformer for the HP generator, the LP 
generator and the high voltage. 

3.2 REVIEW OF OPERATIONS 

3.2.1 Operation Characteristics 

Historically, the units are operated essenfially in a base-load mode. However, in 
2002 and part of 2003 the units operated in a dally load following mode. Since 2003, 
the units have been base loaded again. Planned outages, forced outages, de-rating 
for equipment repairs, and occasional environmental issues have caused less than 
full generation. There is some limited load following in the evenings and weekends 
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to about 85MWe, net generation. Reduction below this level is rarely done because 
it forces the SCR's out of service and the financial penalties are significant. This 
limitation in load following limits the temperature swings that the equipment 
experiences. 

The load is reduced by sliding pressure to 1800 psig and the remainder by throttting. 
Current operafion with the coal blends and auxiliary equipment results in full 
generation at 1040°F to 1050°F on the main steam and hot reheat systems, at or 
slightly less than the 1050°F design temperature. 

3.2.2 Operating Capability and Reliability 

The Clifty units historically have, and presently each is, operated in approximately 
the same fashion and for the same duration. Table 3-2-1 shows the total generation 
for each unit from 2001 through June 2010. It is noted that all seven pulverizers 
must be operafing to burn 80% PRB coal. Test burns of the expected blended coal 
after the scrubbers are operafional indicate that at most six pulverizers will be 
required for full load, and possibly only five. 

Peak generafion was in 2005 and 2006, with relatively consistent generation at the 
plant in the other years. 

Table 3-2-2 contains annual plant production data. Given the relatively similar 
operafional characteristics of the individual units, URS determined that it was not 
necessary to analyze each unit for purposes of this evaluation. Plant electrical use is 
about 7.5% of gross generation. Load, Capacity and Capability Factors were 
greatest in 2004 and 2005 and since then have been consistent with the pre-2004 
levels. 

At Clifty Creek, the annual plant availability factor has varied from 80.5% to 89.0% 
from 200 to 2010. See Table 3-2-3. The low availability in 2003 is attributed to 
installafion of SCR's and some forced outages on Units 1 and 3. The overall plant 
availability in 2009 and 2010 is in the upper portion of the range, at 85.6% to 87% 
availability. 

The units are tested annually for gross and net capability. Table 3-2-4 shows the 
values in Net Generation since 2000, 2001, 2003, 2004, 2005 and 2010. There are 
some differences in the test methods over the years. The 2010 data is based upon 
summer tests that are adjusted for ambient conditions. For clarification and 
comparison both the summer and winter adjusted values are provided. There is no 
indicafion of any reduction in capability in any of the units. 

Plant actual production data indicates that the Clifty units can generate 
approximately 225 to 235 gross MWe each during the winter months and about 217 
to 227 gross MWe during the summer months. Auxiliary loss is about 17 MWe per 
unit, and is consistent throughout the year. 

Forced outages are an indicator of the unit condition. Table 3-2-5 shows the annual 
forced outage rate for the Clifty Plant. 
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The average forced outage rate for the overall plant peaked at 9.54% in 2007 and 
has been steadily decreasing ever since. The 2010 rate is 5.11%. The vast majority 
of forced outage (FO) events and down time at Clifty is attributed to boiler problems, 
primarily tube failures. Of the forced outages in 2010, 70% were attributed to boiler 
tube failures. Only 3% were attributed to the turbine generator. From 2006 through 
2010, the top five (5) causes of forced outages were 

1. Boiler tube leaks, 1,688,000 MWh 
2. Slagging or fouling, 991,000 MWh 
3. Air and gas systems, 486,000 MWh 
4. Fuel supply from bunkers to boilers, 388,000 MWh 
5. Feedwater System, 270,000 MWh 

Clearly the major boiler tube retrofits should greatly reduce the boiler tube leaks. 

Slagging and fouling are expected to be different once the coal blend is changed, 
hopefully improving the characteristics of the ash. 

Of great significance is that electrical transformers and aging plant auxiliary 
equipment are performing extremely well with very few failures and with limited down 
times when there is a failure. 

3.2.3 Fuel Sourcing 

Since original commissioning, Clifty's fuel source has changed from high sulfur 
bituminous to a combination of bituminous and PRB sub-bituminous coals to meet 
operational requirements and air emission limits. Clifty has a dry fly ash handling 
system that allows the maximum PRB blend to approx. 75% without incurring 
pulverizer capacity limits. The sulfur dioxide emission ranges from 0.5 to 1.6 
lb/mm Btu. 

It is expected that the coal will change to an 80% blend of Illinois Basin coal and 20% 
PRB when the scubbers are installed in the first 6 months of 2013. 

3.3 OBSERVATIONS OF PLANT CONDITIONS 

3.3.1 Summary of Plant Conditions 

URS Consultants walked-down Clifty Creek Units 3 & 4 from the top to the 
basement fioor, and observed the scrubber installation, coal yard, screens, stacks, 
conveyors, ash ponds and other plant equipment from the roof of Unit 3. in general 
the plant was found to be well maintained with most of the boiler components in a 
condition above average to other coal fired units of this vintage inspected by URS. 
The Clifty Creek Plant's conservative design and configuration is typical of a multi-
unit pulverized coal-fired configuration. This includes a semi-indoor plant fueled 
through a common, covered coal gallery for the five units. The building is considered 
a common facility. Given its physical age, the visual condition of Clifty appeared to 
be very good for this vintage of power plant. There were no obvious signs of 
deteriorating structures, decking, support steel, piping, pipe supports, thermal 
insulafion, cable trays, etc. 
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The SCR and precipitator additions, plus the on-going scrubber additions make for a 
relafively compact arrangement on the site. Space has been well utilized. Based 
upon observations and discussions with plant personnel, the plant modifications 
have been well enough designed that they have not created significant maintenance 
problems for existing equipment due to access limitations. When the SCR's were 
added, existing steel had to be reinforced, and this process assured all existing steel 
was carefully examined. 

The new scrubbers will force the refirement of the two stacks now in operation. 
Future use will be for maintenance. 

Fly ash is dry. What cannot be sold is trucked to the Clifty landfill. 

The dock and unloading facility for the limestone is operational. The scrubbers are 
about 25% installed. Construction was suspended when re-design was necessary. 
Construction restarted on 3 May 2011. 

There is a staffed chemistry lab performing water chemistry evaluations on site. This 
is unusual at plants today, but URS considers this an example of a commitment by 
management to assure the plant is well maintained. 

The Clifty Creek simulator appears to be a very will designed facility. Existing 
operators are scheduled for refresher training once a month. New operators can be 
fully trained for board work on the simulator. The facility is another commitment by 
management to assure that operators are well trained and will be ready to react 
property when unusual events occur. This facility also is used by controls personnel 
to assure that planned changes to the controls logic function properly. 

There are about 350 people on staff at Clifty Creek. Management is planning for 
possible retirement of up to 25% of the people in the next four (4) years. Since the 
plant appears to be one of the respected employers in the area, jobs at the plant are 
desirable and the turnover is manageable. If the primary turnover is retirement, with 
the remaining people at the plant there should be adequate managers and senior 
people to train the replacement personnel. 

The plant personnel that URS met were knowledgeable, and focused on the long 
term viability of the plant. This is extremely important in that decisions should be 
made based upon long term plant production and availability, not upon short term 
least cost solutions. 

Outages are well planned through a five (5) year rolling schedule. There are 
preliminary "place holder" outage schedules from 5 to 10 years. There is probably 
more uncertainty in these schedules right now than in the past because of the addifion 
of the scrubbers. Since scrubber maintenance forces a shutdown of three (3) units for 
days or weeks, there will have to be adjustments to attempt to perform as many of the 
standard maintenance and inspecfion items during each scrubber shutdown. Probably 
scrubber shutdowns will be timed on the beginning or end of one of the unit major 
outages, if at all possible. 
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There are safety committees and other groups that meet regularly representing 
Kyger Creek and Clifty Creek. This provides good feedback to each plant on which 
improvements have worked the best. AEP, as the largest sponsor provides 
extensive technical support and planning. AEP also provides document control 
services for the plant drawings. 

OVEC/IKEC maintains well-documented programs for both capital and maintenance 
projects done at Clifty. Records were provided that showed all major maintenance 
on the boilers, turbine generators and other equipment since original plant 
commissioning. This is impressive record keeping, and is one more example of the 
long term commitment of management to the maintenance of Clifty Creek. 

3.3.2 Capital Improvements. Maintenance & Inspection History Since 2000 

Table 2-3-1 tabulates the Capital Improvements and Maintenance expenditure levels 
from January 2000 through 2010, and the budgeted expenditures through 2015. The 
capital expenses are dominated by the SCR installafion in 2003 and the scrubber 
installafion from 2005 through 2015, 

With the major cycle of refurbishments of the boiler completed in 2015 or 2016 at 
Clifty Creek, the boiler capital expenses are expected to be reduced in 2017, Based 
on today's known problems, this is reasonable. Also, the basic re-tubing of major 
secfions of the boilers is a significant expense that should lower maintenance costs 
and forced outages for several years. 

The Tubogenerator and Accessory Electric Equipment are budgeted at much less 
than historic averages through 2015. While this is reasonable through 2015, it is 
expected these capital costs will increase to around the historic averages after 2015. 

The maintenance costs were consistent from 2000 to 2006. In 2007 on and through 
the budgeted period to 2015, the boiler maintenance expenses increased 50% to 
90% over the 2005 values. This refiects the increase in tube failures and other boiler 
related work necessary to keep the plants functional. 

The maintenance expense / budget include the full time maintenance staff, and thus 
there is a base cost of about 100 people that is relafively stable. The perturbations in 
maintenance levels are generally a function of the outage schedules and forced 
outages. Long outages, such as when the SCR's were installed, provide opportunity 
for more extensive maintenance of the boiler and turbines. There is expected to be 
some increased staff with the commissioning of the scrubbers, but with the boiler 
improvements there is expected to be some cost savings to boiler maintenance. 

Overall, Table 3-3-1 indicates a commitment by OVEC to maintain and improve the 
plants to meet the current requirements. 

The following sections summarize of the significant improvements, repairs and 
inspecfions represented by the above expenditures. 
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3.3.2.1 Boiler 
Boilers are chemically cleaned every 3 years. Typically the cleaning results 
in "uncovering" some tube leaks and additional repairs are required. 

Each boiler is inspected and repaired annually during a 14 day outage. 
Typical inspections include visual inspection of steam drum headers, tubes 
and supports, magnefic particle inspection of selected locafions, replication, 
inspection for ligament cracking, and other standard NDE. Inspections are 
performed on a schedule and not all inspections are performed annually. 
Indicafions are consistently repaired at the time they are found. 

SCR units were installed in 2002 and 2003 on units 1 through 5. These 
units are located above the turbine roof. 

Some of the major maintenance on the boilers since 2005 include: 
• 30 of the Lower Primary Superheater sloping floor tubes replaced in 

2007 on U n i t ! 
• Secondary Superheater Outlet Header and the Outlet Legs, Upper 

Bank and Lower Bank replaced in 2007 on Unit 1. 
• Reheat tube sections and the reheater outlet header replaced on 

Unit 1 in 2007. 
• New Air Heater baskets on Units 2, 3 4 & 5 in 2007 through 2010. 

Some of the significant boiler improvement projects through 2015 include: 
• Unit 5, Replace Sloping Floor, Reheater And Superheat Tubes, 

2011 
• Unit 4, Replace Sidewalls, 2012 
• Unit 6, Replace SSH Out Tubes, Outlet, Legs & Headers, 2013 
• Unit 3, Replace First Baffle Wall , Primary Furnace Floor, Primary 

Furnace Front Wall & Roof, 2014 
• Units 2 & 4 Replace First Baffle Wall, Primary Furnace Floor, 2015 
• Unit 4 Replace SSH Out Tubes, Outlet Legs & Headers, 2015 
• Replace Slowdown Tanks, All 6 Units In 2011 And 2012 
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3.3.2.2 Turbine - Generator 

As noted above, the H.P. turbine components are on a 10 year major 
overhaul schedule and the L.P. sections on a 20 year major overhaul 
schedule. Examinafions are made annually during the boiler shutdowns. 
No unusual problems reported since 2002. 

A spare HP and LP rotor exists on site for the GE turbine generators. The 
General Electric spare rotors are maintained and stored at Clifty Creek 
since they have six GE units. 

• Unit 3 HP Generator, stator rewound 2009 
• Unit 6 HP Generator, stator rewound 2008 
• Unit 3 LP Generator, stator rewound 2009 
• Unit 6 LP Generator, stator rewound 2008 

3.3.2.3 Emissions Control System 

Selective Catalytic Reducfion (SCR) systems were installed on 5 of the 6 
boilers at Clifty in 2003. Since the current NOx regulation allow "bubbling" 
of the emissions from both Clifty and Kyger and since OVEC chose to 
design the reactors for a NOx removal efficiency of 90%, sufficient margin 
existed to allow one unit to remain uncontrolled. SCR's are now operated 
whenever the units are operational. This full time operation results in the 
additionai variable operating costs associated with increased consumption 
of ammonia and catalyst. All associated SCR equipment maintenance 
should increase proportionally to SCR operating hours, 

Electrostafic Precipitators (ESP) were installed on all 6 Clifty units in the 
late 1970's. Units 1-5 were fitted with "cold side" ESP's while unit 6 was 
fitted with a "hot side" ESP, The difference in these systems is the location 
of the ESP relative to the air preheater. The "hot side" is located upstream 
while the "cold side" ESP is located downstream. The Unit 6 ESP was the 
first installed at either plant, and "cold side" ESP equipment was chosen for 
the remaining units. The ESP systems were originally designed for 
operafion with eastern bituminous coals or western sub-bituminous coals. 
Particulate control on all 11 units has consistently operated well below the 
regulatory limits. 

Flue Gas Desulfurizafion units (FGD) are not currently installed at Clifty. 
OVEC planned to install FGDs on all 6 units by January 1, 2010. With 
design problems that caused a suspension of construction, commissioning 
is now scheduled during the first 2 quarters of 2013. 

No mercury reduction systems are currently installed on any of the Clifty 
units, although preliminary plans are being considered for likely mercury 
reduction requirements. 
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During each available opportunity, forced or planned outage, the SCR is 
inspected for fiy ash accumulation and cleaned if needed. 

CEMS and other monitoring systems are calibrated and maintained as 
necessary. 

3.3.2.4 Stack 

The existing operating stacks were inspected during 2003 and each 
undenwent expensive repairs. With the recent repairs both stacks should 
be in very good condition. These stacks will be retired in place when the 
FGD's are operational in 2013. 

3.3.2.5 Balance of Plant 

All steel, concrete foundations, turbine generator pedestal and other 
structural components appear to be in good condifion. When the SCRs 
were installed, columns in the T-G building were reinforced to support the 
increased loads. 

Intake and outflow structures are periodically inspected and no significant 
deteriorafion. 

Critical pipe and pipe supports are inspected bi-annually and adjusted as 
needed. 

Virtually all the asbestos thermal insulation has been replaced with non-
asbestos insulation. Insulators are usually on site each week and assure 
that the insulafion is in good repair. 

Electrical cable deterioration has not been a problem, although the 4 kva 
cable to the pulverizers is being replaced. 

Instrumentation and controls are continually being maintained and 
upgraded. The major upgrade in the control rooms to the Ovation system 
has been accepted by plant operators and the system is working properly. 

Since the 2005 report was written, four feedwater heaters have been 
replaced or retubed. Heaters are typically re-tubed when 10% of the tubes 
are plugged. 

3.3.2.6 Coal Supply 

When the 2005 plant assessment was performed, coal reserves on site 
were very low. This issue does not appear to be a problem now with about 
60 days of reserve available. As the plant is transitioned to Illinois Basin 
coal, coal deliveries should not be a problem. 
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3.3.2.7 Transportation 

Coal is delivered to plant by barge. Docks are fully funcfional and in good 
repair. A separate dock is under construcfion for off - loading limestone for 
the scrubbers. 

3.3.2.8 Electricity Transmission 

No recent changes have been made to the electrical transmission system. 
The transmission is actually the responsibility of the sponsoring companies, 
and no long term problems have been identified. Spare transformers at the 
generator output are available in case of failure. 
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4.0 ENVIRONMENTAL COMPLIANCE 

4.1 COMPLIANCE WITH CURRENT REGULATIONS 

Filterable particulate matter (PM) performance tests were conducted in 2007, 2009, and 
2010 at both plants. For Clifty Greek, the PM emission limit from the Tifie V permit is 
0.236 Ib/MMBtu. PM results from tests done at this plant in September 2007 and August 
2009 was well below this limit and ranged from 0.0061 Ib/MMBtu measured at the 
common stack CS001 for Units 1 to 3, and to 0.0485 Ib/MMBtu measured at the common 
stack CS002 for Units 4 to 6. For Kyger Creek, the PM emission limit from the Title V 
permit is 0.1 Ib/MMBtu. PM results from tests conducted in July/August 2007 and in 
August/September 2010 at this plant were also well below the limit, ranging from 0.0202 
Ib/MMBtu from Unit 4 to 0.0463 Ib/MMBtu from Unit 1. 

Most Title V permit deviafions reported by OVEC were for short-term excess opacity 
events. OVEC reported to URS that for Kyger Creek, less than1.5 percent of the 
operating hours were associated with excess opacity events. This indicates that Kyger 
Creek was in compliance with the opacity standard more than 98.5 percent of the time. 

At both plants, there have been numerous boiler retubing projects. The issue regarding 
these projects is whether each project or as an aggregate of related projects may be 
viewed as a modification under New Source Review (Tifie I of the Clean Air Act) or as 
roufine maintenance repair and replacement (RMRR) acfivities. EPA views boiler life 
extension or regaining boiler efficiency loss as a possible modification. As discussed 
previously in this report, in 2010, it was reported that 74% of the forced outages were 
attributed to tube failures at Kyger Creek and 70% attributed to tube failures at Clifty 
Creek. OVEC responded that they have evaluated the tube replacements as RMRR 
activities which would not be considered a modification. OVEC Legal staff agreed with this 
assessment that neither boiler life is extended nor loss of boiler efficiency is regained by 
these tube replacements. 

NOx controls were installed in 2002 and 2003 as SCRs were installed on each of the 5 
boilers at Kyger and 5 of the 6 boilers at Clifty. Upgrades to the existing ID fans were 
completed to ensure that maximum unit output would not be compromised. During this 
same period, both facilities have been shifting from 100% bituminous coal to a blend of 
eastern coals and western sub-bituminous coal (PRB). The result has been a reduction in 
NOx and SOz emissions. With the shift to a higher percentage PRB blend, Clifty has been 
able to sell the majority of their fiy ash, reducing landfill requirements and developing a 
new revenue stream. All SCRs were designed for 90% removal efficiency and continue to 
operate at or near design. 

Since the submission of the 2005 Independent Technical Review report on both plants, 
OVEC has addressed the operational issue with the SCRs of the accumulation of fly ash 
primarily on the first layer of catalyst. The hopper and screens have been changed to 
prevent the accumulation of fly ash on the catalyst. OVEC stated that the operation of the 
SCR systems have been greafiy improved after these changes were implemented. The 
ammonia on demand systems continue to operate reliably as well. 

In the late 1970's Electrostatic Precipitators (ESP) were installed on each of the boilers at 
Clifty and Kyger, Also, during this retrofit, new steel reinforced concrete stacks with metal 
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liners were constructed and the existing stacks were partially demolished. As a part of the 
ESP retrofit each boiler was converted to balanced draft and new induced draft fans were 
installed. ESP performance and reliability have been very good. Actual particulate 
emissions are consistently below regulatory limits. Continued excellent performance from 
these systems is expected. No signiflcant issues exist at this time. 

The only significant pollution release reported by OVEC since the 2005 technical report 
was a fish kill due to a release of ammonia to Kyger Creek by the Kyger Creek plant. The 
ammonia release was not a normal wastewater stream from the ammonia on demand 
system. This discharge was a result of an abnormal operafion condifion that resulted in a 
buildup of excess water in the system recycle tank containing abnormally high 
concentrations of urea and ammonia. OVEC paid for the fish kill and took initiafive to 
negotiate a settlement with Ohio EPA. As a result, a settlement was issued by Ohio EPA 
in the Findings and Orders dated November 8, 2010. OVEC responded timely on February 
15, 2011 to the findings and orders. In OVEC response letter dated February 15, 2011, 
OVEC submitted a timely genera! plan for Ohio EPA's approval. OVEC has not heard 
from Ohio EPA as of this date. Once Ohio EPA approves OVEC general plan, OVEC is 
expected to provide a detailed implementation plan and schedule on measures to be taken 
to prevent a reoccurrence. OVEC has instituted some interim measures such as bringing 
in a temporary 21,000 holding tank and they are disposing of the wastewater offsite. 

As an aftermath of recent RCRA inspections, OVEC has worked to correct minor RCRA 
issues. In particular, for Kyger Creek, OVEC has resolved the issue with Ohio EPA from 
their 2008 inspection that the burning of boiler cleaning material in the boiler is not 
combustion of RCRA hazardous wastes. This issue re-emerged in the 2010 EPA 
inspecfion. This issue is still pending with EPA, and OVEC anficipates no notice of 
violation from EPA based on information OVEC provided to them. 

Overall, both facilities continue to operate and comply with all federal and state 
environmental regulations. Environmental performance and management oversight 
continues to be good, 

4.2 MODIFICATIONS REQUIRED FOR SCHEDULED REGULATIONS 

A review of environmental compliance at both Clifty and Kyger suggests that both facillfies 
have done a good job in achieving substantial compliance with state and federal 
regulations for air, water and solid waste pollution management. The proposed installafion 
of FGDs on each operating boiler will result in over compliance and the accumulation of 
SO2 credits. 

FGD systems are currentty planned for each of the 11 boilers. The current schedule has 
the construction tie-ins completed on the first system at Kyger between late 2011 and the 
first quarter 2012, with ail remaining systems operational after tie-ins and commissioning 
are completed. At Clifty Creek, commissioning is planned for the first two quarters of 
2013. With the operation of the FGD and SCR systems, both controls should be sufficient 
to meet future air EPA regulations such as Utility MACT Rule (proposed on May 3, 2011) 
and the Transport Rule (proposed on July 6, 2010), Specifically, for mercury control that 
will be required under the MACT rule, OVEC estimates that the SCR oxidafion of mercury 
will provide for enhanced removal of mercury by the FGD system. OVEC believes that the 
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combined control should be able to meet mercury and other pollutants emission standards 
in both rules once these rules become final. 

The only exception is that Unit 6 at Clifty Creek Is not equipped with an SCR system. 
OVEC's approach is that OVEC could comply with the proposed Transport Rule during the 
first two years when interstate trading is permitted for this boiler. However, an SCR on 
Unit 6 at Clifty Creek would likely be necessary after the first two years when interstate 
trading is no longer permitted under the Transport Rule and it would also likely be 
necessary to comply with the proposed Ufility MACT Rule. AEP Engineering is currently 
conducfing preliminary engineering and developing a cost estimate for retrofitfing an SCR 
on this unit. A decision on whether and when the SCR would be retrofitted would be made 
once these rules are finalized by EPA. 

For compliance with greenhouse gas (GHG) requirements, OVEC has systems in place for 
reporting GHG emissions. OVEC does not anticipate any future projects that will result in 
any modification, construction or reconstruction that would trigger the significant GHG 
increases related to EPA's GHG tailoring rule. 

At Clifty Creek, a new landfill with double lining has been operating. This landfill is large 
enough to accept FGD dewatered wastes, boiler ash, and bottom ash. With the leachate 
system, OVEC believes that there would be additional modifications or upgrades needed 
to comply with the future COP rule when promulgated. However, OVEC is prepared to 
install mercury treatment system similar to Kyger Creek system, if required. 

At Kyger Creek, a new fly ash pond was added to manage fly ash and boiler slag. The fly 
ash and boiler slag will be periodically dewatered from this pond and the solids will be sent 
to an on-site landflll. The landfill is large enough to accept dewatered wastes from fly ash 
pond as well as future FGD wastes. Kyger Creek has a mercury treatment system and 
chloride purge treatment wastewater treatment plant, 

OVEC believes that the proposed Coal Combusfion Residuals (CCR) Rule (proposed on 
June 21, 2010) will be based on classifying ash as a solid waste subject to Subtitle D 
requirements. Therefore, OVEC believes there will be no signiflcant changes to comply 
with the CCR rule with the exception of possibly installing a mercury treatment system at 
Clifty Creek. OVEC believes EPA has no basis to classify ash as a special waste subject 
to hazardous waste rules under Subtitle C. Therefore, no upgrade studies have been 
initiated to consider this opfion, given the low risk that this waste would be subject to 
Subtitle C. 
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5.0 REVIEW OF OPERATION PLANS 

5.1 COAL SUPPLY 

Both Kyger Creek and Clifty Creek plants will be converting from primarily PRB and some 
Eastern Coal to primarily Eastern Coal with 20%. blending with PRB. With the barge 
facilities there appears to be no significant issues in assuring adequate supplies of coal. 
Any transportation issues of PRB coal to the sites is greatly reduced with this conversion 
back to Eastern Coal. 

AEP provides coal supply coordinafion to OVEC, 

5.2 EQUIPMENT UPGRADES 

The following equipment upgrades are planned over the next few years. This is in addition 
to standard inspecfion and maintenance programs that are in place. 

Jet Bubble Reactor scrubbers to be installed on all five units at Kyger Plant. 
Commissioning scheduledfor last quarter of 2011, and first quarter 2012. 

Jet Bubble Reactor scrubbers to be installed on all six units at Clifty Plant. Commissioning 
scheduled for first two quarters of 2013. 

Major boiler tube replacements on virtually all units planned over the next 4-1/2 years. 

Boiler tube leak detection systems have been installed at Kyger Creek. These are 
scheduled for Clifty Creek in 2013 and 2014. 

Clifty Creek coal unloading Plant #1 to be re-built in 2015, 

5.3 ENVIRONMENTAL PLANS AND UPGRADES 

As discussed in Section 4.2, preliminary plans and cost esfimates are on-going to retrofit 
an SCR system on Unit 6 at Clifty Creek for compliance with future Utility MACT rule. 

OVEC submitted a plan to the Ohio EPA in accordance with Order No. 1 of the Director's 
Final Findings and Orders for Kyger Creek as a result of ammonia release in July 2009 
resulting in a fish kill in Kyger Creek. This plan is to address future handling of all 
wastewater streams associated with the ammonia-on-demand system for eliminating the 
potential of these wastewater streams from impacting the receiving water body. Interim 
measures are on-going and final measures will be implemented pending Ohio EPA's 
approval of the plan. 

OVEC worked with the State of Ohio in the 1970's, conducfing tests at both plants that 
ultimately resulted in the exemption of Clifty and Kyger from 316a requirements. Every 
five (5) years during the renewal of their NPDS permit, OVEC requests a continuation of 
the exemption and have always been granted it. OVEC expects this process to continue. 

For compliance with the proposed cooling water intake rule, 316(b) issued on April 20, 
2011, Clifty and Kyger plants' circulating water fiow is under a specified percentage of the 
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Ohio River flow rate. This allows both plants to be exempt from 316(b) requirements. 
OVEC confinues to monitor regulatory actions that could change this exemption. 
Currently, OVEC believes the most extensive modification that might be required is 
modificafion of the traveling screens. Another alternative that has been proposed is to 
restock the river with fish. OVEC has concluded that no cooling towers or major changes 
to intake or outflow structures would be required to comply with the proposed 316(b) 
intake rule. 

5.4 TRANSMISSION ADEQUACY 

No significant changes are planned. 

5.5 PLANNED O&M EXPENDITURES 

OVEC is budgefing approximately $70 million dollars per year for Operations and 
Maintenance through 2015. Much of this cost is fixed by the labor and benefits associated 
with the approximately 700 people on payroll. 

5.6 PLANNED CAPITAL IMPROVEMENTS 

Per the budget documents, OVEC is planning to spend $30 to $36 million per year on 
capital equipment upgrades through 2014. This is a significant increase over the 
approximately $25 million per years spent from 2006 through 2010. Primary purpose of 
these expenditures is to re-tube major secfions of each boiler. Capital Improvements are 
reduced to $19 million in 2015, and will probably be less in 2016. 

The capital costs of the new scrubbers are not included in the above numbers, but are 
shown in Tables 2-3-1 and 3-3-1. 

• Total installed cost of the scrubbers at Kyger is budgeted at $657,380,663, with 
about $81,000,000 of this total to be spent in 2011 and 2012. The remainder of the 
budgeted amount has already been spent. 

• Total installed cost of the scrubbers at Clifty is budgeted at $677,405,237, with 
about $265,000,000 of this total to be spent in 2011 through 2015. The remaining 
$412,000,000 has already been spent. 
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6.0 PROJECTED LIFE EXPECTANCY 

The focus of this study is on the physical and operational life expectancy issues; namely 
assessments of projected plant and equipment longevity and performance based on operafing 
history and experience, current material condition assessments, and plant owner plans for 
operating and maintaining the subject facilities. This independent engineering study addresses 
only issues of projected plant performance and the reasonableness of costs projected by 
owners to maintain desired levels of plant performance. This study does not address issues of 
economic and financial life expectancy except to point out where existing cost projecfions 
appear to be opfimistic (low) and where there appears to be a significant likelihood of the plants 
experiencing higher than budgeted costs that could erode revenue margins. This study focuses 
on assessing the technology, material condition, operations history, and plans for future 
operation of Kyger Creek and Clifty Creek, and making judgments about physical and 
operational life expectancy. 

The following conclusions emerge from this review: 

1. The five (5) Kyger units and six (6) Clifty units have been operated within design 
parameters and maintained at a high level for 55 years. The plants continue to generate 
reliably at or near their rated capacity. Actual steam temperatures are at or less than 
design, which provides extra design margin for the boiler headers, piping and turbine 
components. 

2. Jet Bubble Reactor scrubbers will be operational at Kyger in 2011 & 2102, and in 2013 
at Clifty Creek. This allows the use of Eastern Coals at about 80% with a 20% blend of 
PRB planned. There is expected to be a "shake-out" period at both plants to optimize 
the fuel blends and to best interface the operafion and maintenance of the scrubbers 
with the existing plants. While units are similar, the exact optimizafion at Kyger Creek 
will probably not be the same at Clifty Creek. 

3. The units are all being operated as base load units with limited thermal cycling in the 
evenings and weekends. Thermal swings are limited by the need to keep the SCR's on 
line. Ramp rates are generally 2 MWe per minute. Should the units be changed to load 
following or more severe cycling operation, it Is expected that life expectancy would be 
adversely affected by adding significant thermal cycles to equipment, and by operating 
equipment at less than optimum conditions. No confingency is included in this 
evaluation for potential future cycling operation. 

4. Maintenance in 2005 through 2010 has continued on the expected schedule described 
in the 2005 report. Inspecfion and maintenance expenditures indicate a continued 
commitment by OVEC to continually maintain the plants for full operafion for the 
foreseeable future. Should maintenance and inspecfion levels be reduced, life 
expectancy and availability would be expected to be adversely affected. 

5. Planned maintenance through 2015 attempts to greatly reduce the forced outages from 
boiler tube leaks by replacing large secfions of boiler tubes. These change-outs are 
based on inspecfion results and the locafions of the tube leaks. This should be 
successful, and both plants have aggressive goals to reduce forced outages. 
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6. Note that serious operations errors, maintenance errors or equipment failures that can 

cause explosions, fires, or other catastrophic failures are always a possibility in power 
plants. In these evaluafions, it is assumed that good operations and maintenance 
practices ensure that no such serious event occurs. OVEC recognizes this issue and 
the implementation and use of the operafion simulators at both sites is a very posifive 
move. 

7, Ifthe units continue to be operated and maintained as they are currently, and have been 
for the past several years, and if current plans for equipment maintenance and upgrades 
are successfully conducted on an ongoing basis, then an additional 30 years or more of 
useful life can be reasonably expected. 
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7.0 CONCLUSIONS 

7.1 ABILITY OF PLANT TO OPERATE AS PLANNED 

Both the Kyger Creek and Clifty Creek plants are operafing at or near their design 
capability with about 85% availability. In recent years the forced outage rate has been as 
high as 11% at Kyger and 9% at Clifty Greek. Both plants have improved their forced 
outage rates significanfiy in the last 3 years, with further reductions expected. 

Each unit has been generally base loaded and the 11 units as a system have produced a 
low of 15.84 GWhours in 2010 and a high of 17.92 GWhours in 2006. Each unit is sfill 
capable of producing its rated power, and does so with a reasonable outage rate. 

The installafion of the scrubbers will create an additional load of 4 to 8 MWe on each unit. 
Maintenance of these units will be a challenge because of the multiple units fied to each 
scrubber. On the positive side, there should be at least one spare pulverizer on each unit 
at all fimes with the switch to Eastern Coal, and slagging and fouling may be reduced. 

7.2 ADEQUACY OF PROJECTED CAPITAL AND OPERATING COSTS 

Capital and maintenance costs are budgeted through 2015, only. These values appear 
reasonable. There is an expectation that Capital Costs will be reduced beyond 2015. 
Maintenance Costs will probably be the same or slightly higher with the installafion of the 
scrubbers. 

7.3 ENVIRONMENTAL COMPLIANCE, PRESENT AND FUTURE 

A review of environmental compliance at both Clifty and Kyger suggests that both facillfies 
have done a good job in substantially complying with state and federal regulations for air, 
water and solid waste pollution management. The current plan appears to be adequate to 
meet proposed changes in the regulations but some risks do exist. 

In the late 1970's Electrostatic Precipitators (ESP) were installed on each of the boilers at 
Clifty and Kyger. ESP performance and reliability has been very good. Actual particulate 
emissions are consistently below regulatory limits. Continued excellent performance from 
these systems is expected. No significant issues should exist with the addition of the FGD 
systems. 

With the installation of ten SCR systems in 2003, OVEC is meefing NOx emission 
requirements at both facilities. Over compliance has resulted in the accumulafion of NOx 
credits. SCR performance has been very good and similar performance is expected in the 
future. Changes were completed to hopper and screens to reduce or eliminate the 
accumulafion of fiy ash primarily on the first layer of catalyst. 

FGD systems are currently planned for each of the 11 boilers. The current schedule has 
the construcfion tie-ins completed on the first system at Kyger Creek between late 2011 
and the first quarter 2012, with all remaining systems operafional after fie-ins and 
commissioning are completed. At Clifty Creek, commissioning is planned for the first two 
quarters of 2013. FGD technology is very mature; therefore the risk of these systems not 
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meefing performance guarantees is very low. O&M costs should also be very predictable. 
The proposed installafion of FGD systems on each operating boiler will result in over 
compliance and the accumulafion of SO2 credits. 

Operafion of SCR and FGD controls in combination will be important for controlling 
mercury emissions for compliance with future air regulations. Preliminary plans are on­
going for retrofitting Unit 6 at Clifty Creek with SCR. Previous testing at Clifty Creek has 
indicated that mercury oxidation rates are higher with their PRB-bitumlnous coal blend 
than other PRB facillfies have reported. From the 2005 Independent Technical Review 
report, OVEC has stated they should expect 35-40% mercury removal from the co-benefit 
of the SCR and FGD systems. If addifional mercury control is needed, OVEC may need to 
consider other technologies (e.g., activated carbon injection). 

Overall, both plants have maintained an excellent record with respect to wastewater 
discharge. OVEC has taken a proactive stance to negotiate a settlement with Ohio EPA 
on the July 2009 ammonia release at Kyger Creek. The improvements being made at 
Kyger Creek will help reduce the risks of another similar event from occurring at both 
plants. Good compliance is expected to continue in the future. In the 1970's, OVEC 
conducted extensive testing that resulted in both the Clifty and Kyger Plants being exempt 
from 316(a). Also, 316(b) does not apply at either facility due to the relatively low 
circulating water flow rates compared to the average fiow rate of the Ohio River. OVEC 
feels confident that both the 316(a) exemption and 316(b) exclusion will confinue. 

OVEC is aware of EPA's rulemaking activity for amending the current NPDES effluent 
guidelines for the Steam Electric Power Generating Industry. They are monitoring this 
activity to determine if changes may be required as a result. Per EPA's schedule, EPA 
plans to propose a rulemaking for this industry in July 2012 and take final action by 
January 2014. 

Management and compliance with the solid/hazardous waste regulations has been good 
at both plants. Each facility has worked very hard to minimize the use of materials and 
chemicals that result in the disposal of a hazardous waste. Programs are in place to 
replace hazardous waste with non-hazardous alternatives and where hazardous materials 
must be used to minimize the resulting waste. 

At Kyger and Clifty, six underground fuel oil storage tanks were closed out at each plant 
and above ground tanks were installed. If leaks are detected then it Is quite possible that 
ground water monitoring wells will have to be installed around the tanks requiring the plant 
to monitor ground water for contamination. Monitoring will likely continue as long as the 
plant is operational. Some risk exists with the closure of these tanks associated with 
possible ground water contamination and the resulting remediation requirements. 

7.4 COMPLIANCE WITH GOOD MANAGEMENT / ENGINEERING PRACTICES 

OVEC compiles a number of matrices based on producfion, forced outages, repairs, 
emissions, cost of producfion, energy / kWh and others, ft is clear from talking to the plant 
personnel that this data is used in its planning and decision making to focus resources on 
operations, inspection and repairs. 
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Interactions between plant systems are considered when making major decisions, such as 
additional pollution control equipment, changes in coal blending and water chemistry. This 
management approach helps avoid modificafions that will benefit one portion of the 
process while not necessarily improving the availability and generafion of the entire 
system. 

Consultants are used as appropriate to develop recommendations. 

Eleven units have operated for 55 years with minimal major incidents. This implies that 
the base equipment is operable without causing major incidents, that the processes and 
procedures are well enough understood that major mistakes have not been made. 

Each forced outage is analyzed for trends that indicate a systemic problem. When such 
problems are discovered, resources are available and are assigned to develop a long term 
solufion. 

The OVEC system has a great advantage over many other utilities in that the plants are 
virtually the same age, with the same equipment, and very similar operafing history. Once 
a systemic problem is observed at one unit, evidence of similar issues can be examined at 
the other ten units. This limits the "surprises" that can occur at utilities with several 
different types of equipment, fuel, and operating philosophies. 

Of great importance is the management emphasis on long term management of the plants 
for extended use and high availability. At this time, it appears that this is a very strong 
culture at both plants. Any change to a management philosophy of short term cost 
reducfions may create degradation of equipment that would seriously impact the expected 
life of the plant. 

7.5 EXPECTED LIFE OF PHYSICAL ASSETS 

Projecfing the life of any equipment, particulariy equipment 55 years old is not an exact 
science. It is obvious that equipment will wear out and must be repaired or replaced. 
Boiler tubes, rotating equipment blades and rotors, high temperature pipe, heater tubes, 
pulverizers and other plant equipment are confinuous maintenance items. Judgment 
criteria to evaluate expected life and URS's judgments are as follows: 

1. Is there evidence of degradation that indicates expended life of major 
equipment? The annual planned inspecfion programs of boilers and high energy 
equipment, and the attention to detail on maintaining supports that could increase 
stresses means that none of the boiler headers, steam drums, and most piping 
systems are not in need of major repair or replacement. Rotating equipment has 
been operating at high levels of performance without any apparent degradation. 

2, Is there a plan based on past experience and reasonable engineering judgment 
to identify failing equipment before it becomes a forced outage? OVEC 
continues to maintain spare turbine rotors and main transformers. There is 
redundancy in the boiler feed pumps, feedwater heaters and condensate pumps. 
Inspecfions are routinely performed on a high percentage of the major equipment. 
Plants are heavily staffed with experienced personnel in maintenance, operations 
and management. This provides a substantial "corporate memory" that helps identify 
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root causes when incidents occur. This corporate mentality could blind personnel 
from new ideas, but it appears that OVEC consults often with AEP and other 
consultants to avoid this trap. 

3. Are there reasonable contingency plans for repair of equipment? Equipment 
repairs are planned up to five years in advance. The maintenance and capita! 
expenditure budgets are consistent on an annual basis. This implies a corporate 
mentality to continue to maintain and inspect equipment on a continual timetable, 
and not to try to manipulate the budget for low spending for a year or two, resulting in 
much higher costs 3 or more years later. 

4. Is it reasonable to assume that the equipment will be operated within design 
parameters? The experience shows that the equipment is not degrading at a high 
rate. Primary steam output is at less than design on pressure and temperature. 
Given the 1050°F design temperature, operafion at 10° to 30° F less than design 
provides signiflcant increases in stress allowable on the high temperature headers, 
tubes and pipe. 

5. Are reasonable safeguards in place to avoid major operational incidents that 
could cause catastrophic damage? URS did not review operations procedures. 
However, the recent history shows no signiflcant operational errors that resulted in a 
major forced outage. The installation of operating room simulators at Kyger Creek 
and Clifty Creek with regulariy scheduled training sessions for experienced and new 
operators is viewed as a very prudent use of resources to avoid significant operator 
error. 

Based on the current condition of the plants, the plans for continued inspection and 
maintenance, the continued good operational record, and the plant resources to 
implement these plans, URS believes it is reasonable to expect that the Kyger Creek 
and Clifty Creek plants will be able to physically operate for the next thirty years or 
even longer. 

7.6 MAJOR RISKS TO LIFE EXPECTANCY 

The above conclusions are based on materials presented by the owners and assumptions 
about both existing conditions and future operations. This opinion is based upon the 
following obsen/afions: 

1. The original design was robust with an unusual amount of redundancy. 
2. The operation over the first 48 years was nearly always base loaded with limited 

thermal cycles on the equipment. 
3. Since 2003, some limited load following operation has been performed, but the 

thermal cycling is limited by the requirement to maintain operafion of the SCR's. 
4. Appropriate maintenance and inspection of equipment has nearly always been a 

high priority, and critical equipment has been maintained properiy. 
5. The plant runs at or below pressure and temperature design conditions. 
6. Management is continuing to work towards improvement of maintenance, operation 

and inspecfion practices. 
7. There appears to be a very strong sense of "ownership" by the plant employees that 

they are working to assure the plants long term operation. 
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8. Management appears to be focused on long term plant operafion, not on a short 

term profit. 
9. Major equipment repairs have been implemented in the last 4 years, with major 

events planned through 2015. The major focus is boiler tube and header 
replacement. 

10. Cost of electricity is compefitive with neighboring utilities. 
11. Major environmental upgrades have been made and will be completed by second 

quarter of 2013. This will complete the scrubber installation. At this time, all known 
regulatory requirements will be achieved. 

12. At both Clifty and Kyger, sophisficated simulators has been installed to train new 
operators, and to refresh training of experienced operators. This training emphasis 
should reduce the potenfial for catastrophic operator error. 

13. Work force is experienced at the plant. Management is aware of likely turnover due 
to retirement, and is working to assure younger personnel are trained and ready to 
move into more responsible positions. 

14. There is a true focus on water chemistry, including on-site chemists and functional 
laboratories. This is unusual compared to other plants that have shut down their in-
house chemical laboratories. 

Physical life expectancy is determined by cost considerations, generally fairly sudden and 
unacceptably large cost increases rather than long-term gradual erosion of revenue 
margins. The following are viewed as the major items that could cause a significant 
change in costs with resultant decrease in physical life expectancy. 

A. Equipment failures and/or performance significanfiy below current expectations 
that are based on material condition assessments and equipment lifetime 
prognosis. Key items of equipment that could be subject to unexpected major 
failures include boilers, steam turbines, generators, transformers, etc. Plant 
performance parameters that are subject to technical risks include heat rate, 
summer and winter megawatt ratings, forced outage rates particulariy if these are 
high enough to adversely affect plant capacity value and capacity market 
revenues, and ability to provide ancillary services and secure their attendant 
revenues. There are really two (2) categories of risk here; catastrophic 
mechanical failures, which may be a serious issue for plants and equipment of 
this vintage, and failure to perform as designed. The latter could apply to 
individual units on an overall basis, or to specific subsystems, original or new. 

B. Units are currently not intended to be operated other than base loaded with 
limited load following resulting In limited thermal cycling. Addifional damage 
would be incurred by cyclic or load following operation. Thermal stresses and 
risk of operational events during changing loads and startups would be 
increased. During power cutbacks or shutdowns, there is risk of damage caused 
by condensing steam; undrainable low points, entrapped coal or ash, and 
equipment failures during re-start. Cycling operation that is forced by changes in 
power market conditions could significantly shorten operational life expectancy, 

C. A serious operational error that creates considerable direct and collateral 
damage. Extended downtime would increase cost and reduce production. 
Damaged equipment may not be replaceable, or may be inordinately expensive 
to replace. 
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D. Major management change that focuses on short term profits over long term 

availability of the plants could create deterioration of the equipment that is not 
anficipated based upon the current management focus, 

E. Major regulatory changes in mercury emissions limits or other pollutant 
emissions would cause an increase in required equipment and likely erosions of 
plant capability and performance, 

F. A major fire or other such incident caused by relatively minor failures such as the 
lube oil system have been known to shut down plants for a long period of fime. 

G. Major new environmental or other regulatory requirements that selectively impact 
on Kyger Creek and Clifty Creek to a greater extent than they impact on newer 
coal plants in the populafion. An example that comes to mind is an enhanced 
"new source review" legislation that makes it prohibitively expensive for Kyger 
and Clifty to continue with major plant improvements. 

Most if not all of these risks are generally applicable to all coal fired plants in the 
United States. Such items as regulatory changes would presumably apply not only 
to Kyger and Clifty, but also to all other coal fired plants. 

A different type of risk could be a combination of a major shift in fuel prices (e. g. coal 
vs. gas), eariy wide deployment of new technologies such as IGCC, and onerous 
new environmental regulations that would cause a shift from coal as a low cost 
producer to other energy sources, and particulariy impact on older coal plants 
perhaps having high heat rates. Combinations of such circumstances could produce 
a radical change in the Kyger and Clifty positions in the power markets and tend to 
shorten economic life. However, such combinations of circumstances are not 
currently anficipated over the next twenty to thirty year horizon. 
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TABLE 2-2-5 KYGER CREEK EQUIVALENT FORCED OUTAGE 

RATES (%) 

YEAR 

2000 

2 0 0 1 

2002 

2003 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2 0 1 1 

U N I T ! 

2.78 

5.41 

6.13 • 

5.38 

3.05 

5.76 

8.30 

8.01 

10.62 

11.73 

5.55 

10.96 

UNIT 2 

3.60 

2.77 

5.29 

1.07 

4.76 

4.65 

6.51 

13.20 

13.03 

10.41 

4.08 

8.89 

UNITS 

4.15 

4.81 

4.39 

7.09 

5.05 

5.36 

9.99 

8.25 

14.33 

10.41 

7.42 

2.45 

UNIT 4 

4.50 

10.70 

3.29 

3.89 

4.31 

5.42 

6.51 

11.84 

11.00 

5.03 

8.37 

1.14 

UNITS 

1.79 

3.61 

2.24 

1.82 

1.95 

2.84 

5.24 

5.57 

8.33 

3.86 

5.70 

1.35 

PLANT 

3.38 

5.24 

5,41 

3.81 

3.82 

4.80 

7.63 

9.52 

11.17 

8.43 

6.42 

4.96 

NOTE: 2005 TO 2011 BASED ON MONTHLY AVERAGES &. DIFFERENCES 

NUMBER OF DAYS IN EACH MONTH NOT ACCOUNTED FOR. 

2011 DATA FOR JANUARY AND FEBRUARY ONLY. 
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10/28/2014 AEO2014 projects more coal-firect powei* plant retirements by 2016 thai have been scheduled - Today in Energy - U.S. Energy Information Administrati... 

^ EXHIBIT 

^ - | ^ J U.S. Energy Information 1 1 ^ 
^ ^ J - C l Administration | | —i—=2 

Today in Energy 
February 14, 2014 

AEO2014 projects more coal-fired power plant retirements by 2016 than have 
been scheduled 
Projected cumu la t i ve ret i rements of coal- f i red generat ing capaci ty (2012-40) r ^ 
gigawatts ^ ^ ^ 

AEO2014 projection 

reported on EIA-860 
as o f December2013 

~! 1 1 "! 1 1 i 1 1 1 i 1 1 1 1 I I 1 1 1 1 1 ! 1 1 

2012 2016 2020 2024 2028 2032 2036 2040 

Source : U.S. Energy Information Administration, Annual Energy Outlook 2014 Reference Case and Annual Electric 
Generator Report (Fonn EIA-860, final 2012 data) 

Republished March 10,2014, to correct an error in the table. 

Coal-fired power plants in the United States have been under significant economic pressure in recent years because of low 

natural gas prices and slow electricity demand growth. The Annual Energy Outlook 2014 (AEO2014) Reference Case projects 

thata total ofSO gigawatts (GW) of capacity will retire by 2020, which includes the retiremente that have already been reported to 

the U.S. Energy Information Administration. 

Coal-fired power plants are subject to the Mercury and Air Toxics Standards (MATS), which require significant reductions in 

emissions of mercury, acid gases, and toxic metals. The standards are scheduled to take effect in April 2015, a deadline that is 

conditionally allowed to be extended by up to one year by state environmental permitting agencies. Projected retirements of 

coal-fired generating capacity in the AEO2014 include retirements above and beyond those reported to EIA as planned by 

power plant owners and operators. In these projections, 90% ofthe coal-fired capacity retirements occur by 2016, coinciding 

with the first year of enforcement for the Mercury and Air Toxics Standards. 

To comply with MATS, it is assumed that all coal-fired plants have flue gas desulfurization equipment (scnjbbers) or dry sorbent 

injection systems installed by 2016. Retirement decisions are based on the relative economics and regulatory environment of 

the electricity markets. A plant may retire if higher coal prices, lower wholesale electricity prices (often tied to natural gas prices), 

or reduced utilization make investment in equipment like scrubbers uneconomical. The Reference case projections shown in the 

graph above reflect ElA's baseline for comparing a number ofdifferent sensitivity cases exploring variations on these'factors. 

The full Annual Energy Outlook 2014 including all sensitivity cases will be released in tiie spring. 

At t t ieend of 2012 tiiere were 1,308 coal-fired generating units in the United States, totaling 310 GW of capacity. In 2012 alone, 

10.2 GW of coal-fired capacity was retired, representing 3.2% of the 2011 total. The table below shows tiie progression ofcoal-
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fired generating unit retirements between 2010 and 2012. Units tiiat retired in 2010,2011, or 2012 were small, witii an average 
size of 97 megawatte (MW), and Inefficient, with an average tested heat rate of about 10,695 British tiiermal units per 
kilowatthour(Btu/kWh). In contî ast, units scheduled for retirement over tiie next 10 years are larger and more efficient: at 145 
MW, the average size is 50% larger than recent retirements, with an average tested heat rate of 10,398 Btu/kWh. 

Coal-fired generating unit retirements 

total net summer 
capacity (MW) 
number of units 

average net 
summer capacity 
(MW) 
average age at 
retirement 
average tested 
heat rate 
(Btu/kWh) 

capacity factor 

existing coal-fired capacity 

(2012) 2010 

309,519 

1,308 
239 

N/A 

10,168 

56% 

1,418 

29 
49 

58 

11,094 

36% 

2011 

2,456 

31 
79 

63 

10,638 

33% 

retirements 

2012 

10,214 

85 

123 

51 

10,353 

35% 

Source: U.S. Energy Infomiation Administration, Form EIA-860, Annual Electric Generator Report 
Note: Data for 2009 through 2012 represent actual retirements. 

Principal contributors: Tyson Brown, Mike Leff 

Available at: http://www.eia.gov/todayinenergy/detail.cfm?id=15031 
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EXHIBIT 

occ 

OHIO VALLEY ELECTRIC CORPORATION (OVEC) 
INDIANM(EimiCKr ELECTRIC CORPORATION 0KEO 

AttMlduie* 
BoMdft of Dlractoii^ MMthis 

P^HMWO LUNCH OWEC IKEC PfWW DIRECTOR SPfauiOHIHBCOMPAHVff«»ntComMma 

N 

N 

Y 

N 

Y 

Y 

Y 

Y 

Y 

N 

Y 

H 

H 

Y 

N 

Y 

N 

Y 

Y 

Y 

N 

Y 

Y 

N 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

Y 

N 

Y Ahem, Anthony J. • - • 

Y AWn8,NichoIa«K.*" 

Baker. Eric OL 

Y Y ChodakPaul 

Y Ooty.wmamS. 

Y Gunw, Wayne D. 

Lantzy, DenntoA. 

L̂ asky, Otartes O. 

Y Lewis. MaicE 

McCuSough.MailtC.** 

Nelson, StewmK. 

at-oughRn, Patrick W. 

Powers, Robert P. 

Thon^Hwn, PaUW. **• 

Vefla$.Pabk>A.*-

Voytet,Jr..JohnN.* 

WhttkKk. Charles* 

Vacant 

Buckeye Power Gennating. LLC buckeye Power Inc) 

Appaladilan Power Company (AB^ 

PenEnsi^ Generation Cooperafive (Wolveflne) 

Indiana MIcMgan Power (AEP) 

SouOwm Indiana Gas and Electric Company (Vectren CffporeUon) 

Souttnm Indiana Gat and Eledric Company (Vectren CoiporaHon) 

Dayton Powerimd Light (AES CorpOFaUw)) 

BralEnefQyCorp. 

Indiana Mchigan PowHT Compary (AEP) 

American ElecMc Power (AEP) 

Buckeye Power Generating. LLC (Buckeye Poww Inc) 

Buckeye Power Generst&ig. LLC (Buckeye Power inc.) 

Ohio Power Compaiqr ( A ^ ) 

Kentucky Utflffles Company (PPL) 

OMo Power Company {fiEP) 

LouisviKe Gat and Etedric Company ^PL) 

The Ctncbin^ Gas & Bectrie Company (DiAe Eneigy Cofporation) 

The Tcrtedo Edison Company (FbstEneigy Cocp.) 

* OVEC Execuliw Committee 
** lf<EC Executive Committee 
***HRCommHbM 

QlHER9ATT«rfPirw 
Brodt, John 

Brown, MBce 

Cames,aiff (phone) 

Ox^Rof i 

HatLBH 

Hope, Annette (phone) 

Jonas. Dave 

Keefer. f̂ andy 

Mattey,Bob 

Peifer.Maffc 

Chldbig, Brian 

McFariand. Jeff 

Boteier, Randy 

Kef8anty,Jeff 

Rosenthal, IMaity 

Tamms.Ken 

Walton, Bob 

WesLChudi 

Zebula. Charies 

CedLGrag 

Han^, Jamee R. 

Stoner, Tom Ortione) 

Szwed,StaileyF. 

OeCoeur.Dan 

-• 
OVEOIKEC 

OVECnKEC 

OVEOIKEC 

OVECflKEC 

OVECflKEC 

OVEOIKEC 

OVEC/IKEC 

OVEOIKEC 

OVEOIKEC 

OVECnKEC 

Simpson, Thacher & Bartlett 

Deloitb&Touche 

AEP 

AEP 

AEP 

AEP 

AEP 

AEP 

AEP 

Duke Energy 

FE 

FE 

FE 

WPSC 

/ 
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OHIO VALLEY ELECTRIC CORPORATION (OVEC) 
INDIANA-KENTUCKY ELECTRIC CORPORATION (IKEC) 

Agenda 
Boards of Directors' Meeting 

December 4,2012 

1. Call Meeting to Order 

2. Roil CaH 
• Quorum <OVEC and IKEC) 

3. Approve Minutes of Prior Meeting 
(December 8.2011 & July 16.2012 OVEC and IKEC) 
- Resolutions (OVEC and IKEC) 

4. Director and Executive Committee Changes 
(Subject to FERC Approval) 

- Resolutions (OVEC and IKEC) 

5. Construction Budgets for 2013.2014, and 2015 
-Resolutions (OVEC and IKEC) 

6. Dedaie Conditional Dividends for 1"*. 2**̂ . 3"*, and 
4*̂  quarters in 2013 
- ResotuHona (OS/EC) 

7. AEP Service Corporation Service Ctiarges for 2012 and 2013 

- Resolutions (OVEC and IKEC) 

8. Treasurer's Report 

9. 2012 Highlights & 2013 Plans 

10. Report on Operating Activities 
11. OVEC and IKEC Environmental Compliance 

Scrubber Update and Kyger Creek Dry Fly Ash Study 
- Resolutkin (OVEC) 

12. OVEC Coal Procurement and Transportation Strategy 

13. OVEC Power Costs 2012 YTD and Prelections for 2013-2017 

14. OVEC 2013 Rnancing Plan 

15. tndepender)t Auditor's Comments and Questions 
(Deloltte & Touche) 

16. OVEC Market Perspective 

17. Impacts of Ohio Competition on OVEC's Ownership 

18. OVEC Transmission 
- FERC Order 1000 Strategy 
- Future of Transmission as OVEC Asset 

19. OVEC-IKEC Pension and Supplemental Pension 
Savings Plan Changes 
- Resoiutkins (OVEC and IKEC) 

Adjournment 

Executive Session - Human Resources Committee Report 

DISCUSSIOIt 

NickAkins 

John Brodt 

John Brodt 

NickAkins 

Dave Jones 

John Brodt 

John Brodt 

John Brodt 

Mark Peifer 

Dave Jones 

Mike Brown 
Bob Walton 

Chuck West 

John Brodt 

John Brodt 

Jeff McFariand 

Ken Tamms 

Brian Chisling 

Brian Chisling 

Mar^ Rosenthal 

X 

X 

X 

X 

X 

X 

RESOLimON INFQ 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Mark McCuBough X 

CONRDENTIAI- a\/EC00Q07 



EXHIBIT 
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a\/mMKEL OHIO VALLEY ELECTRIC CORPORATION 
P. O. Box 16631 
Columbus, Ohk) 43215 

June 17.2013 

Membere of the Boards: A. J. Ahem 
E. D. Baker 
P. Chodak 
W. S. Doty 
W. D, Games 
J. R. Haney 
L L Hlllebrand 
D.A.Lantzy 
C. D. Lasky 

Lady and (Sentiemen: 

M. E. Lewis 
M. C. McCullough 
S. K. Nelson 
P. W. O'Loughlin 
R. P. Powers 
P. W. Thompson 
J.N.Voyles,Jr. 
0. WhiUock 

During the December 4,2012 meeting of the Boards of Directors of Ohio Valley Electric 
Corporation and Indiana-Kentucky Electric Corporation separate subcommittees were fonned to 
discuss the following issues: (1) proposals b^ certain Sponsoring Companies regarding the 
proposed transfer of interests In the inter-Company Power Agreement as part of their Ohio 
corporate separation pians; and (2) exploration of the costs and benefits of divesting OVEC's 
transmission facilities. OVEC's iegai counsei, Brian Chisling of Simpson Thacher & Bartlett LLP, 
has been ieadir^ these subcommittees with participation from ail of the Sponsoring Companies. 

/ am caBing a mooting of tho Boards on Tuosday, July 16, 2013, fitvn 9:00 a.m. EST to 
10:00 a.m. EST for Brian to report on the progress of the subcommittees and related issues. 
The meeting will be held via a confierence call. 

The toll-free conference number is 1-677-253-4307 and the passcode is 2002860. 

Please advise John Brodt at our Piketon office <ibrodtffltovec.com. 740-289-7215) of 
your pians to participate in the meeting by telephone to detemnine if we will have quorum. 

Sincerely, sincerely, y 

NtekAkins 

NK:bc 

c: J. D. Brodt 
B. E. Chisling 
R.D.Cook 
T. DePauii 
D. DeZeeuw 
D. E. Jones 

M. A Peifer 
J. Sloat 
T. Stoner 
B.E.Vaiice 
R. J . Mattey 
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OHIO VALLEY ELECTRIC CORPORATION (OVEC) 
INDIANA-KENTUCKY ELECTRIC CORPORATION (IKEC) 

Conference Call Agenda 
Boards of Directors' Meeting 

July 16.2013 

Call Meeting to Order Mr. Akins 

Roll Call Mr. Brodt 
- Quorum (OVEC and IKEC) 

Discussion of feedback from the subcommittee reviewing proposed transfer Mr. Chisling 
of interests in the Inter-Company Power Agreement by Sponsor Companies 
with Ohio corporate separation plans. 

Discussion of feedback from the subcommittee exploring the costs and benefits Mr. Chisling 

of divesting OVEC's transmission facilities. 

Other Business 

Adjournment 
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OHIO VALLEY ELECTRIC CORPORATION (OVEC) 
INDIANA-KENTUCKY ELECTRIC CORPORATION (IKEC) 

Conference Call Quorum 
Directors by Parent Company 

Julv 16.2013 

OVEC 

American Electric Power 

Nicholas K. AkIns 

Paul Chodak 

Marc E. Lewis 

Mark C. McCullough 

Robert P. Powers 

Lana L Hillebrand 

Buckeve Power 

Anthony J. Ahern 

Steven K. Nelson 

Patrick W. O'Loughlin 

IKEC 

Y [ / 

"i \ s^ 
^ n / 
H cr 

H 03̂ * 
V 0 ^ 
^ 0 ^ 

V [2 ** 
/̂  D 
^^D 

Y 13^ 

Duke Energy 

Charles Whittock wf 

FirstEnergy 

James R. Haney 

Charles D. Lasky 

/ 

ti D 0U 

PPL 

Paul W. Thompson 

John N. Voyles, Jr. 

Peninsula 

Eric D. Baker 

AES Coroorafion 

Dennis A. Lantzy 

bt -^A-
Hf/ 

h f ^ ^ct r f f C^lktL l-fAAAi^'f^tS) 
yasfisfl 4-̂  fi^fl^c^. o*- '̂> i--

William S. Doty \> [ T 

Wayne Games 

^ j u i < Su- i rT ' ( ^ ^ ^ 

CONFIDENT^^ ^U^t^^- f i ' ^^ 

' > ^ 

^ c f 

OVEC Executive Committee 

** IKEC Executive Committee 
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DukeESP3-

OHIO VALLEY ELECTRIC CORPORATION 

RAinutes of Special Meeting of the 

Board of Directors held December 4.2012 

A Special Meeting of the Board of Directors of OHIO VALLEY ELECTRIC 

CORPORATION (OVEC) was called to order by the President at 1 Riverskie Plaza, Columbus, 

Ohio, on Tuesday, December 4, 2012, at 10:00 a.m.. pursuant to notice duly given. 

Nicholas K. Akins, President of the Corporation, acted as Chaim;̂ an of the meeting, and 

John D. Brodt, Secretary and Treasurer of the Corporation, acted as Secretary of the meeting. 

Mr. Brodt reported that the foiiowing Directors were present for the meeting: 

Anthony J. Ahem Mark C. McCullough 
Nicholas K. Akins Steven K. Nelson 
Eric D. Baker Patrick W. G'Loi^hlin 
James R. t-laney Robert P. Powers 
IDennis A. Lant^ (Telephone) Paul W. Thompson 
Charles D. Lasky Pablo A. Vegas 

John N. Voyles, Jr., 

Mr. Brodt reported that the Minutes of Special Meeting of the Board of Directors of this 

Corporation, held on December 8, 2011 and July 16, 2012, had been sent to each of the 

Directors. He asked that, if there were no corrections, such minutes be approved in the form in 

which they were circulated. On a motion duly made, seconded, and unanimously adopted, it 

was 

RESOLVED, that the Minutes of the Special Meeting of the Board of Directors of 
this Corporation, held on, December 8,2011 and July 16, 2012, are approved. 

Mr. Akins recognized Stanley Szwed for nine years for service on the Board of Directors 

of this Corporation in conjunction with his resignation dated December 1, 2012. On a motion 

duly made, seconded, and unanimously adopted, it was 

RESOLVED, that subject to any necessary action by the Federal Energy 
Regulatory Commission under Section 305 of the Federal Power Act, Mr. James 
R. Haney be elected a Director of this Corporation; and further 

RESOLVED, that Mr. Charles D. Lasky be appointed a member of the OVEC 
Executive Committee. 
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Mr. Akins asked Brian Chisling of Simpson Thacher & Bartlett to report the impacts of 

Ohio competition on OVEC's ownership. Mr. Chisling discussed the impact of Ohio competition 

regulatory changes and the impact on OVEC's ownership. In additton, Mr. Chisling discussed 

FERC transmission regulations and the compliance issues for OVEC. Mr. Chisling offered to 

head two sub committees of the board to explore the impact of these regulations on OVEC. 
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There being no further business to come before the Board, the meeting was adjourned. 

/ Secretary 
OHIO VALLEY ELECTRIC CORPORATION 

12 
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From: Chisling, Brian [mailto:lx:hisllng@stblaw.com] 
Sent: l^onday, April 01, 2013 1:54 PM 
To: Gedl, Greg; Meiilto, Nfck; 'ericdriscoll@aes.com'; 'rgoocher@vectren.com'; *cgrDoms@buckeyepower.com'; 
'sthaynes@aep.com'; 'jkass@wpsd.CQm'; 'laskyc@firstenergycon3.com*; 'john.voyles@lge-ku.com' 
C G 'jbrodt@oveccom'; 'djones@ovec.com'; 'mTatfcey@oveccom'; 'tjwallace@aep.com'; 'mapeifer@aep.com'; Beiier, 
Amy T.; Beach, Rick; Riemann, Dina O; Fendig, John; Usa R Groff/OR4/AEPIN; 'pmcasbo@aep.com'; Tague, Nkx)le A. 
Subject: OVEC ICPA Subcommittee Meetings - [=olk)w-Up Infomiation and Call 

All, 

To follow up on the initial meeting of the OVEC ICPA SuJKommJttee on February 25,2013, attached is a 
revised version of the "strawman" proposal & o m m a n d ^ ^ | of a form of parent guaranty proposed for use 
in connection with the proposed ICPA transfers to non-rated subsidiaries. Both a clean copy and a copy 
marked to show changes from the initial draft are attached. As before, I have participated in the revision of 
this proposed form. In addition, for background, I have attached certain pages j6x)m previous OVEC 
presentations to its credit ratings agencies listing the OVEC shareholders and Sponsors and providing 
information about each Sponsor's (or its proxy's) credit ratings with S&P, Moody's and Fitch. 

With respect to the form of parent guaranty, I note the following changes: (1) language has been added to 
Section 1 to clarify that the c ^ amount would be reset annual; (2) the formula for the applicable cap (in 
Exhibit A) has been revised to clarify that it includes all current and projected debt during the annual period, 
and expanded to include the amount of 12 nionths of OVEC*s projected billable costs for the current year (up 
from 6 month in the prior draft); and (3) an outline of the terms of the proposed consent has been added to the 
end of the draft, including the discussed "cross defeult" to the ICPA and proposed terms for acceptable 
replacement credit support 

We request that each of the subconomittee members review the revised form of the "strawman" guaranty and 
provide feedback to the subcommittee as to \̂4lether ̂ s type of arrangement would be acceptable in principle 
in connection with the proposed transfers. At this point, we also would welcome all specific questions, 
comments or concerns on the draft, including from your legal counsel. As before, we hope that the next 
meeting of the subcommittee could be used to determine (at a high level) ifthe proposed form of guaranty 
might receive unanimous support to permit the proposed ICPA transfers. In addition, we would like to surfece 
material edits or concerns witii the drafts. The desired result of the meeting would be a list of action items for 
future discussion, including (if possible) a path forward on a framework for the proposed ICPA transfers. 

Subject to avtuiabUity of most (if not all of the Sponsors), I suggest afoUow-up meeting of the ICPA 
Subcommittee by phone on Wednesdi^Aprill7,2013atll omEDT, Please let me know as soon as you 
can if you are unable to make that day and time (and your avmlabUHy that week). Dial in infomiation for 
both meetings will be provided in an update email later this week. Please let me know if you want me to invite 
any other members of your organization (and feel free to forward to any members that will be involved, as I 
expect some Sponsors to include their legal teams in the review). 

If you have any questions at all or if I can be of any assistance, please do not hesitate to contact me. 

Respectfully, 
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mailto:lx:hisllng@stblaw.com
mailto:'ericdriscoll@aes.com'
mailto:'rgoocher@vectren.com'
mailto:'sthaynes@aep.com'
mailto:'jkass@wpsd.CQm'
mailto:'laskyc@firstenergycon3.com*
mailto:'john.voyles@lge-ku.com'
mailto:'djones@ovec.com'
mailto:'tjwallace@aep.com'
mailto:'mapeifer@aep.com'
mailto:'pmcasbo@aep.com'


B^n 

BilgQ:iGh>simg-

42S l^ft igtoR )̂ M«rtU6 
Ne^1^q^;Js{4wybFk1CiQi;? . 
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CONHDENTIAtlTY NOTE' 
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EXHIBIT 

_JL_ 
dCC 

fronrii . 
Sehtt; 
Tb-. 

Cc 

AttBdtin«its:c 

Friday, /^jrit 12,2013:Ua»AM 

Chistin f̂ Brianĵ Janet Kass 
PatO'Uughlin 
Re:C)VEClCPASirt)ccwrHnrnttefi Meetings-Guaranty 

l^mranty/^eerrKerit/^^^K<3uarant^ ̂ reement - vLdiocx 

Afî ^ 

^^^BhfedfsGUSsed.the,caUwith| 
r̂ esultŝ  of ̂ ^ iat l (^t^^^^|vh^ rî odHliê  I 

r^ndleg^couFiselforCn^ECfEomeariierthisw^k: Bas^ 
I giiarar^ proposal to: 

I. Mdke &ê SiK>nsdiingCompahieŝ b̂enefrciarifis Of &^ they m« p ^ e $ toth^ ICPA and are 
entiflcd t̂o enforce a p a y ^ ^ 

2̂  I464ij^ the: Gii^trs^ 
0 f̂EC*s legal wunselon the caUv.'BiesecWges:^ 

3,Modi6^.tte calcjdation of & e > l ^ ^ 
is requii«dto pas^whethezlttaktis^power ornot^suc^aauii^^ 
mlfunded; post-^rdtii^ent benefit obHgatiopiSi imitimbvrsed and un&^nced Mli^^ 
replacement:̂  and mimmumloaditii^eveitt^ost^ 

Please iey»w^^^^|::piO|x»sed changes to the fr^ 
or(X>nuxients prior to our < ^ 

A i ^ pleas&tibte th^t ̂ ^^B.^ntizliies to prefer the 6|̂ 0;d of the a^^ung comply i ^ ^ ^ 
Uable or a^^ratg t̂finwQ^ parent gusian^ 
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> > > 4/9/2013 4:51 PM > > > 

When: Monday, Apil 15,2013 11:00 AM-12:Q0 PM (GMT-05:00) Eastern Time (US & Canada). 
Where: Conference Call ^ ^ ^ ^ ^ g j ^ g g ^ g ^ ^ 

Note: The GMT offset above does not reflect daylight saving time adjustments. 

*~*^*~»-^*_*—*—•—•^^ 

Meeting to discuss the fomi of parent guaranty proposed for use in connection with the potential ICPA transfers....that 
will be discussed with the entire OVEC subcommittee on 4/17/13. 

CONnDENTTALTTY NOTE: 

This e-mail and any attachments are confidential and may be protected from disclosure by legal privilege. If you are not 
the intended recipient, be aware that any disclosure, copying, distribution or use of this e-mail or any attachment is 
prohibited. If you have received this e-mail in error, please notify us immediately by returning it to the sender and delete 
this copy from your system. Thank you for your cooperation. 
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Frowi: 
Sant: 
T « 

subjects. 

Ghislrngi B i i ^ 
Tuesday, April O2,;201| 119 PM 

RE pVK ICPA Subcommittee Mee^ngs«^Foliwy-Up irrfprmattohand Gall 

All r r I arhavailabfe on4/9>,eJKept#&rrt Uanrfcto Ftoon ̂ •^O^ffiCTrar^^ 
Urfte),, 

Stian'Gtii^ingf 
Slrtipson THatofier S eartlett^tl?-
426 Leifington A<ii«i^ 
New Yc^i;New. Ybrii. W0i7 

tei; (212)i.̂ K^aOTS 

^hisifre !̂i$tt3jaw.CQm 

Pika^cmstk^theermfonmenib^ret'p^ 

F r o n i : | | ^ ^ B I H # ^ H H i ^ H 
5«tt!Tii^dafc April 02, 2013^1:17 PM 
To:) 

Subgec^ RE OVEC; ICPA Sutxximmittee t̂eetings,̂ -̂  

Momte^fe bed fOrmei Tu^^4a^woHOi biette*̂ Jfposstblft 

thanks^ 
Crai 

|¥ 4/1/2013 3:07 PM;^>^ >> ^ ^ ^ I ^ ^ ^ ^ ^ ^ ^ H J ^ ^ ^ ^ H ^ ^ H I I I 
Jane^Cirafe,; 

MBand^jwq^uldltkptodi^cusstherevtsed^proposaiwitftMB^B;^ 
wmt aH of th6 QVEC|iaitie£. S i h c e ^ H H ^ ^ ^ ^ ^ ^ K ^ x ? ^ ^ ^ ^ ' ^ ^ 
t fww^.f t wpuld b^ telpfufltt?^ w^ 

Would Vo« **S^a'fable on Monday^ April a^? 

Thanks,. 
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EXHIBIT 

_ L 3 _ 

FroriK; 
Sentr 
To: 
Subjwt; 

Chislirlgi eriari 
Tuesday, ApriU6; 2013 5:51 PM 

iCbmmenteon QVEG- i jiGuaranteeFbrm 

thahkSfJpltRi. Your cornitierrts all maHe siê nse; 

Hô A/ever/ as Ei hedds Up toydur team, despit&effPrts: by|^|ahd ^ ^ t^ ironout any dtfferdnces with ̂ H l and 
^•^•:.!^ertt]rfcbaste^rurtote of tli^ 
on further revision^ thatWQutd beacxeptat^e to^$acb;0f ̂ • B B I ^ ^ H ^ ^ ' ^ ^ H J ^ 
thecoiiGep£Of^parentguarapty^£m^ansttffa£il^ 
cti^u^iobs (a^dHl i l^K'^ i^4^Hl(^ deicide to pursue other options, siich as fMing % ŴV to fit ti^e'irtransfietr irito-
the-permttrecH transfers uftder the iCPAorseeklrig Pl^O reR^ 

I will go aver this'wrnpr^de^iiontf!^ call, but w^ i apologize fpFypuradditfonalefforte on 
the form, butttuyiipossibrew&wiiuirbe-b^ 

rteaseletmeknpwif you have any questions. ' 

ThafilfVote 

r Brian 

BrianGhisSn| 
Sihipson Tlî cheF ;̂ Bartlett \XP-
425 Ufflofigton Avenue 
Nevw Vprtt, Mew^Y *̂ t0O17 

Teli (212^55-3075' 
l?ajc42l-2)4SSr26a2 
bchJaithQfliStfalaw'CBm 

Ple0s^GQnsiii§rthB&iviix3rimhnitietQmptî  

Frdtm • • • • • • • • • J f ^ l 
S^ttttTi^sday,April 16; 2013 5̂ 25 PM 
To: Ghfegftg, Brtait 
Subject: •••CcinHncfnts on Ĉ /BC- ' GUiirantee Rinrt 

Brians 
Irt connection with tOiritorrOwFiriorninĝ sSubairĥ ^ 
please.^nda docuniieritwhichm^^ 
representative? OR thf ̂ l i as well. Thanks.. 
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The information contained in this transmission is intended only for the person or entity to which it is directly 
addressed or copied It may contain material of confidential and/or private nature. Any revieWf 
retransmission, dissembiotion or other use of, or taking of any action in reliance upon, this information by 
persons or entities other than the intended recipient is not allowed. If you received this message and the 
information contmned therein by error, please contact the sender and delete the nuUerialfrom your/any 
storage nudium. 
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DukeESPB-

EXHIBIT 

i± 
OC<L 

Froffc, 
Senc 
To: 
Cc 

Attachments: 

MOndaj^Aug[U5tl2/20131:25 PNt 

RE: OVEC/Bi Boards of Directors^--] 
Proposals, 

QVECproppsaljsigned b y B B Q8 l̂2-2pi3.pdf 

•ICPA Transfer 

Steve> 

|s|g.rte<tcopYo !̂ pnjposal \^ attached. 

From; dtislih^ B r ^ rmailtt}:bcftislbiagistbfaw.eom] 
Sefrt?J¥id^;J«iy 19, 2013 1:42 PM 
Tot '[itakfri^aep.QQtn'i *tstfiem@bu^ 'pGhodak®a ,̂CQm'; 'bdoty@vedrenxom'; 
'wdg3rnes@weGben.com'; 1adiyc@l1rsterKrgycorp.conV^̂ fnetevyfs®aiep.a3m ;̂ -mcrrK^ 
*srieb(»@ftontier-fower.(snV^/ppbughlln@bud«^^ 
'pad.thompson@lge k̂UJaHnV, Wn^vbyies® Wftiiltocî  Ghud '̂ 'lhi!febrand@aep*cx)m' 
CC! •jbrpdt^WBc.coni^;'maf^ftr^aep-Gorn?;'d^onesfS*^^ 
*t5t»ner@ft'StenergyqcKp^cp^;'bvalId^y^^ 'ddKeeuwi3Wpsd:opmV 'rmatteydovecipor^^ CedVGnegx 
'dd€sooeor®wips«3;<amV̂ *dNris:̂ B̂̂  
*eilE.drlsa)i!®ae$i«»tr»^ 'rgoodter^ved^ Scottj Phii Herrlngtonji'Rahdall 
VeaiHin^ 'sthaynes@«pi,com ;̂ jfeassOwpsdicom'; Belter^AmyT.jE|eacfi,Rk:l̂  lyemanr̂  Din9O; 'Feiidi[g,JJbhii'; 
•brsigrtet@aep,qwT»f; jaflue, Nfeote A. " 
SubjfBce QVEq̂ QCEGBoardS-of Directors • - • • ^ • • ^ • I B I I B l C F A T t a r ^ ^ 

{yiemberso '̂̂ he ONf̂ /IKEC doards: 

At thie re(]uesE of H B I B " ' ^ 3 ^ ^ ^ ^ ^ ^ Pi^P^^H^^ ̂ ^^^'S^c^^i^nS ̂ ^ ^^^^ 
cohsertt of the5porisoring Compariles 
throughthetrart5ferofitsinterestinthelnt«'^<^mpanyPov^rAgreeme^^ Irt 
c&hrve$tt6nv«lthstichtraT^fer^|^BHKT>'i^P<>'^ 
riew 5ui>$M)̂ nr underthq jc^i^ as well as to agre<e t̂ ^ 
ptecBdlnthelCPA. 

j j j j ^ ^ ^ ^ l l ^ e x p e c i b to provide fb proposal which we « x p ^ to IIK:^ 
identii^l term^hieetfbrthepcoposedcortsenttoassigtTihent. I will forWard-that proposal as soon as Ireceiveiti 

for the m«»nt}8rs #the ICPASu^^^ 
proposedr^mi of guaranty and term sheet for the proposed 
thie subwrnffliRiefe (by emailf drt Ap^fi, 2013^; 

UX connection witH these jnoposalsj 
aton^With' 

ba^requestedthatthelCPA5iiba»nmittee{c^^ 
ni|cH» F^rtitipatfrigjn tho^dfaMK^oifisJaM 
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to discuss the proposals. OVBC proposes that such caff be set for IVIottdav August 5 " at 11am ET. in order to confirm 
that time, please have one representative of each Sponsoring Company confirm that representatives of such Sponsoring 
Company would be available at that time (as well as availability for a call at another time on 8/5, or during the 
remainder of week from 8/7 through 8/9). If the proposed day and time do not work, I will do my best to pick an 
alternative ^ a t accommodates the most Sponsoring Companies based on the responses. Please respond bv Noon ETan 
July 24^' as to the availabllltv of your representatives. 

Please let me know if you have any questions, and please feel free to reach out fr)r any discussions a m o n g ^ ^ ^ ^ | 
and the Sponsoring Companies. As always, the Sponsoring Companies are encouraged to invite any other members of 
their organization to the ICPA Subcommittee call to aid in the discussion. Please forward this information (and the dial 
in information to provided next week) to the appropriate representatives. 

Thank you, 

- Brian 

Brian Chisling 
Simpson Thacher & Bartlett LLP 
425 Lexington Avenue 
New York. New York 10017 

Tef: (212) 455-3075 
Fax; (212) 455-2502 
bchisring@stblaw.com 

Please consider ttte environment before printing this Bmail. 
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DukeESP3-

EXHIBIT 

6cc^ 

GUARANTY AGREEMENT 

THIS GUARANTY AGREEMENT (feis "Guaranty"), dated as of [date], 2013, 
is issued and d e l i v e r e d ^ H ^ ^ ^ ^ H ^ ^ ^ ^ H | , a Delaware coiporation (the "Guarantor"), 
for the account of ^ | ^ H ^ ^ ^ | ^ ^ ^ l H r ^ Delaware limited liability company (the 
"Obligor"), and for the benefit of Ohio Valley Electric Corporation, an Ohio corporation ( ^ 
"BonGfiGiQrv"OVEC'*) an̂ ^ for the benefit of each of the Sponsoring Comoanies under the 
Agreement (OVEC. together with the Sponsoring Companies under the Agreement the 

Background Statement 

WHEREAS, the Obligor proposed to and has become a party by assignment to that 
certain Amended and Restated Intw-Company Power Agreanent dated as of September 10,2010 
with the BenefloiQr̂ f and the othor DortiQs theretoBenefiyiflp^ ( ^ amended, supplemented or 
otherwise modified fix)m time to tune, the "Aereemenf^: and 

WHEREAS, Benefioiarvtl̂ 9 penef^cjgriqg required that the Obligor deliver to the 
BonefioiorvBeneficiaries this Guaranty as a condition to and inducement to Bonofioiarvthe 
Bepeficiaiieg to consent to the Obligor becoming a party to the Agreement with the 

Agreement 

NOW, THEREFORE, in consideration of the foregoing and for good and valuable 
consideration received, the Guarantor hereby agrees as follows: 

1. Guaranty: Limitation of Liability. The Guarantor hereby absolutely and 
unconditionally guarantees to the BonofioiarvBeneficiaries. with effect fi"om the date of the 
Agreement, the timely payment of the Obligor's payment obligations under the Agreement, 

ObligQr*s breach of the Agreement, as or when such amounts become due and payable, whether at 
their scheduled due dates, upon acceleratjon. as d^^yrmined hv a court of law, or otherwise (the 
"Guaranteed Obligations*^, and agrees to pay any Guaranteed Obligations within three (3) 
business days of demand by BonQfioiorvany Qne or more of the Beneficiaries: provided, however̂  
that the Guarantor's aggregate liability hereimder shall not exceed the maximum amount, 
calculated on an aimual basis by tho BonofioiarvOVEC. in accordance with the formula provided 
in Exhibit A hereto and incorporated herein (flie "Maximum Amount"). As of the date of this 
Guaranty, such Maximum Amount is U.S. I ^ J U ^ J ^ as calculated as 
shown on Exhibit A.' On or before January 31 st of each subsequent calendar year (commencing 
with calendar year 2014), the Bonofioiar)^XE£ shall calculate the applicable amount for the 
then-current calendar year in accordance with Exhibit A and based on the BenGfioiorvQVEC's 
records and provide notice thereof to the Guarantor; provided that until the determination and 

' Note: Maximum Amount is based on a calculation for the 2013 calendar year. 
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notice to the Guarantor of th£ new Maximuifi Aniouht^ the aiypllGafole Maximum Amount fbrtbe 
previous: year shall: continuoto^ply; 

Sut:obct to the other terms of this Guaranty^ &e liability of the Gu^iantbr imdet this 
Guananty is liimted to payraent obKgalions required tOt be made t*Y ttlff Q^^9t9^ under the 
Agre^nent. 

The Giisrantor ag»es tha$ tli£ Gu^antee<l Obligations ms^ at^ny time abdfrora 
time to tune exceed the MaxisnumAniiount without impainngtfaegp^ 
th&tightSOt remedies Q£lheBiiPofimar>>Bfenfefica^^hEffeuadeK 

Z Efffcct' of Amendments^ The Guarantoi agrees, that the 
R^Qfimhrvgenefiqaies andthi&ObBgor opd thgrothbr ptgticn ttj tiiiti A^bmont; iiKH\adaaH;y.Or 
tog^er (as applicabl& undec tfie Agreen^eitf)̂  m ^ modify, iamend and/or siipplemcnt the 
Ajgrbe^etit, m£^ delay orex£^d the date oh vs4ncha^p&>^ent must tx; made imi^iia^ 
Agreement or ̂ l a y or ex^jd the t ^ e ori widch any act inust lie: performed by the Obligor 
thereunder or an^^demand for paynkent uncter the Agreement may be rescinded^or ^&liaUli^ of 
fmy persoia for aayptai ottai'ypaym&ai or any collateral isecun^ or othec gu^r^mteeor right of 
d6ef with re^p«rt to any payment may be renewed, accelerated, compromised, wajyed^ 
Sujcrendeted or releaised by feeBofiofiokirvBeneficiani^ogamvoftier'petsQtL silirwithdut ribtice to 
or fisher assc^ by the guarantor, who sh^ 
such act b¥ the BCTcficiflrvBeneficiaries or any other personam 
foregoing.. 

3. Waivftf of Righf̂ - TTie Guaraj3tOTe> r̂essly waî ve£tiK»tiw 
this: Guaraniy, di!ig«icev presentment* protest^ demand for payment OF notic^ c^ dcfeuit or 
nonp^l^n^^ hodoe of ch'̂ bncn* andprbtest and any requirement diatat>any time any peiison 
exhaukany r i ^ t to.take any action against Obhgor or theu; assets or dny other^guaiantof or person, 
provided, however, that ai^ Mluee of BonofiiainrvBeReficiafies to give notice will not discharigfc. 
alter OT dimjuaishin any wttcy G i ^ ^ 
any; and. alt notices of thê  creation, renewsd, extension or accruai <^ any of the Guaranteed 
Qbligation^.and JKiticeofor.pn>of of thfeBeriefiptarvBerieficî ĵ esTiPon thfa Guattaiity, 
and the Guaranteed dbUga^ons ̂ mll condusiveiy be deemed to haye beencontracted^incurred,, 
reniswed, e)tteride4 apendfic^ or waivied itireHance on this Guaranty; The Guarantor waives'aU 
deJ^nses based on̂  and 6us Guaranty shall be construed, as a contintiing^ absoliiter and: 
xi^cos^ttional gt^ran^ of payrnent without regard tOj (i) the^^iEdst^ <« ̂ ifoxceabUi^ of &e 
AgreenieQtoran^ Guaranteed Obligatioru cn* any othca-CO 
of set off with,respect thereto or iadc ot power or authori^ oi, or change, restructurii% or 
tepnib^od £)f tlKs cohipaity existence' or stnictiffe o^ Ohligof* (ii) ahy defense^ set-off or 
coUDterclak} otherthan those to which the Obligor may be entitled to under tise Agreement and 
(iii> surety^ip defeOscs or imp̂ iifrijejftt of <x>Ili^^ iii baiikruptcy or anyothi^' circimsstancei 
« c c ^ any claims or defenses of Obligor under the A^eement; in respect of payment or. 
perfbrmanceofit^ obligations undet the Agreement: 

4. Posttionement of Subrogafa'mL: The Quarant<n' het^qr pos^xmes and 
mibotdinatesinfavOrbftiatBionbfidaiVBe^ 
have to (a) assert any claim against the Obligor based on sufero^tfen rights with respect tn̂  
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payments made by Guarantor hereunder and (b) any realization on any property of the Obligor, 
including participation in any marshalling of the Obligor's assets, until all Guaranteed Obligations 
have been paid in ftill and Obligors rights and obligations under the Agreement have been 
terminated. Upon payment in fiill of such Guaranteed Obligations and termination of die Obligor's 
rights and obligations under the Agreement, BonofioiarvBeneficiaries agrees that Guarantor shall 
be subrogated to the rights ofBenQfioiarvBeneficiayies against Obligor to the extent of GuaTantor*s 
payment tn BonofioiQrv.Beneficiaries 

5. Reservation of Defenses. The Guarantor reserves to itselfall rights, setoffs, 
counterclaims and other defenses that the Obligor may have expressly under the Agreement to 
payment of all or any portion of the Guaranteed Obligations, except defenses arising &om the 
banknq)tcy, insolvency, dissolution or liquidation of the Obligor and other defenses expressly 
waived in this Guaranty, including xmder Section 2 and Section 3 above. 

6. Settiements Conditional. If any monies paid to the 
Boncficiarvpen^l^ciaries in reduction of the Guaranteed Obligations of the Obligor under the 
Agreement have to be repaid by the BcnofioiarvBeneficiaries or any other person by virtue of any 
provision or enactment relating to bankruptcy, insolvency or liquidation for the time being in force 
or otherwise, the liability of the Guarantor under this Guaran^ shall be computed, notwithstanding 
tiae termination or revocation of this Guaranty, which shall be reinstated and continue to be 
effective, as if such monies had never been paid to the BonofiGiarvBenefigiaries: provided 
however, if this Guaranty is replaced by a substitute guaranty pursuant to Section 17(ii), this 
provision shall only be applicable to such substitute guaranty and this Guaranty shall not be 
reinstated. 

7. Primary Liability of the Gtiarantor. The Guarantor agrees that the 
Banofi oinrvBe^^^fipipies may enforce this Guaran^ without the necessity at any time of resorting 
to or exhausting any other rights or remedies, security or collateral or guarantees. This is a 
continuing Guaranty of payment and not merely of collection. This Guaranty shall not be affected 
by any change in the relationship between the Guarantor and the Obligor. 

8. Term of Gxiaranty. This Guaranty shall remain in full force and effect tmtil 
the earlier of (i) such time as all the Guaranteed ObUgations have been discharged in full or 
terminated (including any potential for reinstatement pursuant to Section 6), as confirmed ui 
writing by the BonofioiorvBeneficigTl??- or (ii) in accordance with the terms for Early Termination 
set forth in Section 17 (die "Expiration Date**̂ . In the event tiiis Guaranty's Expiration Date is 
determined pursuant to clause (i) or (ii) above, such termination of this Guaranty shall have the 
affect of terminating the Guaranteed Obligations outstanding or contracted or committed for as of 
the time of termination, provided, however, that termination of this Guaranty for any reason other 
than pursuant to clause (i) or (ii) above shall not affect any Guaranteed Obligations outstanding or 
contracted or committed for at the time of termination, and this Guaranty shall remain in full force 
and effect vrith respect to such Guaranteed Obligations imtil finally and irrevocably paid in fuÛ  
For the avoĵ ijapyp pf doubt fa'̂  the Guarantor's payment of the Maximum Ampunt in fiill. if less 

Guaranteed Obligations and shaU not result in the determination of the Exnirat^on Date, and (h) 
effective as of the ^ ^ of the determination of aqd notiqe to the Guarantor of f|ie new Maximupi 

any year, the Guarantor shall be required to pay ^ y amoup^s necessary to discharge 
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led Obligations in fiilL uo to the amount of the newlv detennined Maximum Amount. 
previously paid the Maximum Amount in full as dete 

9. Governing Law. This Guaranty shall be govemed by and construed in 
accordance vrith the laws of the State of New York. 

10. Expenses. The Guarantor agrees to pay all reasonable out-of-pocket 
expenses (including the reasonable fees and expenses of the Bonefioiarv' pBeneficiaries' counsel) 
relatmg to the enforcement of the Boncfioiar^ '̂aBeneficiaries' rights hereunder in the event the 
Guarantor disputes its obligations under this Guaranty. All payments under this Section 10 
together witii any payment of the Guaranteed ObUgations shall remain subject to the aggregate 
amount limitations set forth in Section 1. 

11. Submission to Jurisdiction: Waiver of Jury Trial. The Guarantor and the 
BonefioiorvBeneficiaries. through acceptance of this Guaranty, submit for any legal action relating 
to this Guaranty or for recognition or enforcement of any judgment in respect thereof, to the 
non-exclusive jurisdiction of the courts of the State of New York, the comts of the United 
StatedSMes of America for the Southem District of New York, and appeUate courts fix)m any 
thereof, and consents that any such action may be brought in such courts and waives any objection 
it may now or hereafter have to the venue of any such ^;tion in any such court or that such action 
was brought in an inconvenient court. The Guarantor and the BonofioiarvBeneficiaries. through 
acceptance of this Guaranty, waive all rights to trial by jury in any action, proceetUng or 
counterclaim arising or relating to tiiis Guaranty. 

12. Representations and Warranties. The Guarantor hereby represents and 
warrants that, as of the date of this Guaranty: 

(a) it is a corporation duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation and has the corporate power 
and authority to conduct the business in which it is currentiy engaged and enter into and 
perform its obligations under this Guaranty; 

(b) it has the corporate power and authority and the legal right to 
execute and deUver, and to perform its obligations under, this Guaranty, and has taken all 
necessary corporate action to authorize its execution, delivery and performance of this 
Guaranty; 

(c) this Guaranty constitutes a legal, vaUd and bindmg obUgation of the 
Guarantor enforceable in accordance with its terms, except as affected by bankruptey, 
insolvency, fiiaudulent conveyance, reoi^anization, moratorium and other similar laws 
relating to or affecting the enforcement of BencfiGiorv^sBeneficiaries* rights generally and 
general equitable principles; 

(d) the execution, delivery and performance of this Guaranty will not 
violate any provision of any requirement of law or contractual obUgation of the Guarantor 
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(except to the extent that any such violation would not reasonably be expected to have a 
material adverse effect on the Guarantor's abUity to perform this Guaranty); 

(e) no consent or autiiorization of, filing with, or other act by or in 
respect of, any arbitrator or govemmental authority and no consent of any otho: peison 
(including, without limitation, any stockholder or creditor of the Guarantor) is required in 
connection with the execution, delivery, performance, validity or enforceability of this 
Guaranty, other than any which have been obtained or made prior to the date hereof and 
remain in full force and effect; 

(f) no litigation,.investigation or proceeding of or before any arbitrator 
or governmental authority is pending or, to the knowledge of the Guarantor, threatened by 
or against the Guarantor relating to this Guaranty or that would have a material adverse 
effect on the Guarantor's ability to perform this Guaranty; and 

(g) Guarantor has long-torn senior unsecured non-credit enhanced debt 
having at least a BBB- rating fix)m Standard & Poor's Rating Services, a division of The 
McGraw Hill Companies, Inc. ("S&P"), and at least a rating of Baa3 fiom Moody's 
Investors Service, Inc. ("Moody's")-

13. Entire Agreement Amendments. This Guaranty integrates all of the terms 
and conditions mentioned herein or incidental hereto and supersedes all oral negotiations and prior 
writings in respect to the subgect matter hereof This Guaranty may only be amended or modified 
by an instrument in writing signed by each of the Guarantor and the Bonofioiarvpeneficiaries. 

14. Headings. The headings of the various Sections of this Guaranty are for 
convenience of reference only and shall not modify, define or limit any of the terais or provisions 
hereof 

15. No Third-Party Beneficiary. This Guaranty is given by the Guarantor 
solely for the benefit of the Benofioion^Beneficiaries and itstheir respective successors, transferees 
and assigns, and is not to be relied upon by any other person or entity other than any Senior Agent 
(as defined below). 

16. Assignment The Guarantor may not assign its rights or obligations under 
this Guaranty without tiie prior written consent of tiie B onofioiorvBeneficiaries (which consent 
may not be unreasonably withheld or delayed) and each administrative agent for any lenders or 
noteholders under senior credit faciUties and other senior debt of the BonQfiGJoivOVEC (each a 
"Senior Agent"). Any purported assignment in violation of this Section. 16 shaU be void and 
without effect. 

17. Early Termination. This Guaranty shall terminate (i) ten (10) days after 
receipt by the BenefioiorvBeneficiaries of reasonably satisfactory written evidence fiom the 
Guarantor notifying the B GnofioiorvBeneficiaries fliat the ObUgor's long-term senior unsecured 
non-credit enhanced debt has at least a BBB- rating firom S&P and at least a rating of Baa3 fiom 
Moody's; or (ii) immediately, itpon the replacement of the Guaranty by substitute security in an 
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Mnount and in fonn and substance reasonably accentablfcto the BenafioiarsrBeneficiariiE^ f gnd:^yf ̂  
restiective lehf̂ ê f Tf ne^essflgy'VandthfeSehiOr AgenfrS • 

18. I ^ ^ ^ ^ Ally communication, demand ornotice to be gh'en hereunder wiA 
M duly given wha î deilivered in writing, op sent l ^ facsimile p the Guaranti^ or to the 

^ ^piicablci at its address as indicated below: 

If to the Guarantor, at; 

WitiiaGOPvto: 

IftotheBonbfioJprvI 

Ohio Vaflor Electric Cbrporatioil 
3932yvS.R6irtief23 
Piketon, Ohio 456^1 
Facsimile: (740) 289-̂ 7284 
Attn: Treasurer 

Wife a copy to: 

Ohio Vanii^ Electric Corporation 
li^vetsideHaza 

<i(nfioe-«wKasz3-t3?633n *^m>^*osim 
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Columbus, Oho 
Facsimile: (614) 716-6494 
Attn: Vice President and Chief Operating Officer 

or such other address as the Guarantor or the Benefioior̂ r̂ ppUcable Beneficiaries shall tcom time 
to time specify. Notice shaU be deemed given (a) when received, as evidenced by signed receipt, if 
sent by hand delivery, overnight courier or registered mail or (b) when received, as evidenced by 
transmission confirmation report, if sent by facsimile and received on or before 4 pro local time.of 
recipient, or (c) the next business day, as evidenced by transmission confirmation report, if sent by 
facsimile and received after 4 pm local time of recipient. 
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IN WITNESS WHEREOF, tiie Guarantor has executed tiiis Guaranty as of the 
day and year first above writteiL 

By: 
Name: 
Titie: 
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£:diibit A - AniinalCidepla^on of Manmum Am as of tbe date of 
the Guaranty idntif r«et in accordance.witit Sectbn 1 tfaei%^ 

$ li^96,4863*ff BonefioiariegQVEC*3 aggregate^ consolidated' Vong-tcim debt as of 
December 3Ist of thjepreviouSipalci^aryMrt 

$ 0 BciioficiarvOV^^'s reasonably expects additiosidl long-term debt j » - ^ 
ourr^t calondor yoar based on Boneficimies'QYpf:^^ long-term forecast of 

$ :3O0̂OQ!q,OQÔ  BonefioinriesQVEC's aggregate, cbnsoUdat^ short-term deb<: as of 
De<xmb6r 31st of tiie previous c^endar year (includkig^ alt aniotirits 
available under revolving credit or simUar feciUti% x^ether oiirr^ly 
drawn OT trot). 

$: 0 BdnofidiarvQVEC's reasonably expected addition^ihort--teTm debt Ief4he 
ourrent oalppdar yoor based: on Boncfioinricg*QVEC*s long-term forecast of 
the current year. 

$ 732i084,00Q Anamountequdito. twelve (12) times the average montiily billable costs of 
tho BcnoficiciryQI^^^ for the curroit calendar year^ as Approved in 
Bcnefipimy^j^SS'scunrent budget fo^^^ 
based 011.1̂ 10% of the last appxo;?«d amivmi budget). 

and figmo^tJQB Ob^gatioB 

Benefit n^itgatiftn 
id6d Afe-eement SeeriOft- 7 03 Phsff^rement 

OVEC's aograyfiffetimBimbura^ and l i ^ ^ 
Replacement Costs: 

QVEC^S; reasonably exnected adcKtirtnal Agreement Section, 7:01 
Replacement Costs nOt tO he finaiicedl based.on OVEC^s ionte-term 

1 

Ad^frinnal fani l i ty Cost^ 

QVKg'̂  

=nt section 7:02 

ex^acited additfi^!^ Agreement Section T02; 
Additinnal T?ac|litg Coste not to be financed. bas^on:OV^<;!'ft lony-f̂ m^ 

S ^.628^70:240 Subtotal 

dbfigoi^s share H H ^ f the. above subtotal based OK its **P6wer 
Fartidpatiipn jfUitio^ (as defib^ in the Agreement) aa of Jiuiaai? Xst of 

viw)o^oooi-aicas,man} «ii^i;*«Bin* 
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the current year. 

£ ^ 

OVEC*s aggregate Minimui^ Lffadigg Event Costs refiulting fi-om t^e 
)ligor's failure to take its Power Particination Ratio share of the 

annUcable Total Minimum Genera^ng Output 

Guaranteed Oblieatio 
tile prior calendar year, aî  amour̂ t & 

)bligations and the Maxi 

Total Maximum Amount 

0O260O-O001-02023-I376338I 4 l9 i^3^ ;W^9M 
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Proposed Cortsent Agreements: The Guaranty would be entered into in connection 
vwth documents consenting to the assignment of the interests by the appUcable Sponsoring 
Company under the Inter-Company Power Agreement ("ICPA") to tiie identified new Sponsoring 
Company. Consent to such assignment wodd be necessary fiom each of the otiier Sponsoring 
Companies under the ICPA fand their respective lenders, if necessary^ and firom the 
administrative agent for any lenders or noteholders under OVEC's senior Credit facilities and oth«r 
senior debt. For discussion purposes and based on preliminary feedback fiom some of tiie 
Sponsoring Companies, below is an outiine of the basic terms of a proposed consent agreement 

1. Consent to Assignment. The applicable parties would consent to the 
proposed assigyiment and tiie form of the relevant documents to be executed as of the effective date 
of tiie assignment A separate consent (on substantially the same form) would be used among each 
of the Sponsoring Companies proposing to assign its interests and the other Sponsoring 
Companies, as weU as a separate consent fi'om each applicable administrative agent for each such 
proposed assignment (on forms agreed with each such agent). The consent agreements would 
specify the parties to the assignment and the guarantor, as well as the agreed form of the guaranty 
and the assignment and assumption agreement. The consent agreements would acknowledge that 
upon the permitted assignment, the assigning entity would no longer be liable under the ICPA (and 
the assignee entity would assume all such liabilities). The consent agreements would be effective, 
subject to any necessary regulatory approvals,^ immediately upon execution by all parties; 
provided tlmt, if the proposed assignment is not consummated by an agreed outside date, the 
consent would automatically expire. 

2. Effect of Default imder Guaranty or Replacement Credit Support. If there 
exists an uncured default under or v«th respect to the Guaranty (or any replacement credit support, 
as discussed below), then such default would be considered a "Payment Default" of the ^plicable 
Sponsoring Company pursuant to Section 11.01 of the ICPA, and (unless and until cured) OVEC 
and eacl̂  sponsoring Company would be able to exercise all available remedies at law or in equity, 
including (witiiout limitation) suspension of service to tiie defaulting Sponsoring Company under 
the ICPA. In addition, OVEC and each of the Spopgo^pg Companies shall be entitied to make a 
claim uiuier the credit support tiien in effect for aU damages relating to such default and any other 
costs, indemnities and expenses incurred or owing in connection with such default and the exercise 
of such remedies. In addition, if there is a default bv the applicable Sponsoring Company uqder 
tiie ICPA or a default under or with respect to the Gnarantv. tiie apoUcable Sponsoring Company 
or its affiliate would surrender its shares in OVEC and/or waive its rights to participate in OVEC's 
governance ant;̂  to receive distributions as a shareholder pf QVEC resulting from payments bv tii^ 
applicable Sponsoring Company or its Guarantor to OVEC. The applicable events of defeult (and 
cure periods, if any) with respect to the Guaranty (or replacement security) would be as follows: 

^ Note: Subject to the scope of the proposed consent and further discussion, it is likely that 
the consent agreement among all of the Sponsoring Companies could be considered a 
technical amendment to the ICPA, and thus it woitid be advisable to obtain FERC approval 
for the applicable portions tiiereof. OVEC is reviewing the need for any other regulatory 
approvals, including from state commissions m Kentucky and Virginia (who have 
approved recent material amendments to the ICPA). 

D02600-0001-O2023-I376338I 4<<t j^3%i^PM 
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(a) any representation or vrarranty made by the entity issuing the 
-Guaranty (or replacement credit support) was false or misleading in any material respect 
when made or deemed made or repeated (and such breach is not remedied within thirty (30) 
days after receipt of notice thereof fix)m OVEC or the Sponsoring Companies^: 

(b) the failure of the entity issuing the Guaranty (or replacement credit 
support) to make any payment required or to perform any other material covenant or 
obligation under the appUcable credit support agreement (and such failure is not remedied 
within three (3) business days after written notice thereof from OVEC nr the Sponsoring 
Comoaniesi: 

(c) the entity issuing the Guaranty (or replacement credit support) (i) 
files a petition or otiierwise commences, authorizes or acquiesces in the commencement of 
a proceeding or cause of action under any bankruptcy, insolvency, reorganization or 
similar law, or has any such petition filed or commenced against it, (ii) makes an 
assignment or any general arrangement for the benefit of acditors, (iii) otherwise becomes 
bankriipt or insolvent (however evidenced), (iv) has a liquidator, administrator, receiver, 
trustee, conservator or similar official appointed with respect to it or any substantial 
portion of its property or assets, or (v) is generally unable to pay its debts as they become 
due; 

(d) the Guaranty (or replacement credit support) fails to be in full force 
and effect (othor than in accordonoe widi its terms) in any material respect, including 
(without limitation, in an amount equal to the then-current Maximum Amount) prior to the 
termination or expiration of all of the applicable Sponsoring Company's obligations under 
tiie ICPA (tiie "Permitted Expuy"); 

(e) the entity issuing the Guaranty (or replacement credit si^iport) 
repudiates, disaffirms, disclaims, or rejects, in whole or in part, or chaUenge the vaUdity of 
the applicable credit support agreement or fails to piaint^n a Ig^g-terpi ?e^o^ unsec |̂fe4 
non-credit enhanced debt having at least ^ BBB- rating from S&P and at least a rating of 
Baa3 fi-om Moody's: or 

(f) with respect to a letter of credit issued as a replacement credit 
support (as described below), (i) ifthe letter of credit has an expiration date earlier than tiie 
Permitted Expiry, a substitute letter of credit (satisfying all of the ̂ plicable requirements 
for a replaceiiient credit support), which may include an amendment to the then-current 
letter of credit, in the required amount and with an expiration date that is at least one year 
after the expuration date of the then-current letter of credit is not delivered to OVEC andJhs 
Sponsoi^ng Cqyipanjes at least tiiirty (30) days prior to tiie expiration date of tiie 
then-current letter of credit and a replacement credit si4)port (satisfying aU of the 
appUcable requirements for a replacement credit support) is not deUvered to OVEC an̂ jlfhe 
Sponsoring Companies prior to such 30-day period; or (Bu) if, at any time prior to the 
Permitted Expiry, the letter of credit issuer is no longer an "Acceptable Letter of Credit 
Provider" (as set forth below) or is subject to a bankraptcy or insolvency event and a 
replacement credit support (satisfying aU of the applicable requirements for a replacement 
credit support) is not delivered to OVEC and the Sponsoring Companies within 10 days 

0026004001-02023-13763381 4«^13%4«(ffiPM 
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after such event; provided that, OVEC and the Sponsof̂ i[ig Companies shall be permitted to 
draw on the appUcable letter of credit to the extent not replaced as described above and 
hold the cash proceeds fiom any draw, and in such event such cash shall satisfy, in whole 
or in part, tiie reqmrement of replacement crecUt support until replaced as provided below. 

As noted above, upon an uncured defeult as described above with respect to a letter of credit, the 
entire available amount of such letter of credit may be drawn by OVEC ^ d the Snonspring 
Companies and used as replacement credit support, witiiout limitation or dupUcation of any other 
rights or remedies that may be available to it, with the right to draw upon such cash security 
deposit in accordance with the terms hereof at any time prior to the Permitted Expiry to the same 
extent that the letter of credit could have been drawn upon had it remained in force and effect (and 
assuming that the expiration date of the letter of credit was the Permitted Expuy); provided that, if 
subsequent to such draw down of a cash security deposit fiom tiie letter of aedit, the applicable 
Sponsoring Company provides a replacement credit support (satisfying all of the applicable 
requirements for a replacement credit support), OVEC and the Sponsoring CoTpoanjeg shall return 
to tiie applicable Sponsoring Company (or its designee) a sum of cash equal to (i) the amount of the 
cash security deposit obtained as a result of such draw down, minus (U) the aggregate amount of 
any and all drawings made by OVEC and the Sponsprina Companies on such cash security deposit 
as permitted hereunder, including for reimbursement of covered out-of-pocket expenses in 
connection with enforcement actions, hi connection with the foregoing, OVEC and the 
Sponsoring; Companies shaU be required to keep any cash security deposit in a separate interest 
bearing account, and, shall not be entitied to use, possess, invest, comnungle, assign, sell, or 
pledge such cash security deposit for any purpose other than drawing upon such cash security 
deposit in accordance witii the terms hereof, and any interest on such cash security deposit shall be 
tiie sole property of OVEC and the Spoî ^pring Companies and ,'ihall be payable by OVEC and tiie 
Sponsoring; Companies to the applicable Sponsoring Company (or its designee) on the date, if any, 
on which the cash security deposit is required to be returned in full to such Sponsoring Company 
(or its designee) hereunder. 

3. Replacement Credit Support At any time, the appUcable Sponsoring 
Company is permitted to replace the Guaranty (or other replacement credit siq)port then m effect) 
with other acceptable, replacement credit support as follows: 

(a) a guaranty, in form and substance substantially similar to tiie 
Guaranty or otherwise satisfactory to OVEC. each of the Spon.yjring Companies (and their 
respective lenders, if necy^^parv\ and each administrative agent for any of OVEC's lenders 
or noteholders under senior credit facilities and other senior debt, issued by an affiliate of 
the applicable Sponsoring Company with long-term senior unsecured non-Kn-edit enhanced 
debt having at least a BBB- rating fixim S&P and at least a rating of Baa3 from Moody's 
(or, if not then rated by both such rating s^encies, having the requisite rating one of such 
agencies); 

(b) an irrevocable, standby letter of credit (x) issued by a major U.S. 
commercial bank or the U.S. branch ofSce of a foreign bank, which, in either case, (1) has 
counters for presentment and payment in the City of New York, (2) an asset base of at least 
$10 billion and (3) witii long-term senior unsecured non-credit enhanced debt rating (or, if 
it does not have rated debt, an issuer rating) of at least A- fiom S&P and at least A3 from 

00260(MWO]-02023-13763381 A / 9 S ^ i 3i:40DS PM 
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Moody's (an "Acceptable Letter of Credit Provider"), and (y) in a form reasonably 
acceptable to OVEC, ^yh of tiie Sponsoring Companies fand their respective lenders, if 
necessary^ and each administrative agent for any of OVEC's lenders or noteholders under 
senior credit facilities and other senior debt, including the foUowing terms: (A) the amount 
of the letter of credit must be at least the amount of the then-appUcable maximum liabiUty 

" cap under the Guaranty and subject to the same annual adjustments (or timely replacement 
or supplement (which may be an amendment to the stated amount of such letter of credit) 
with a substantially similar letter of credit in such adjusted amount); (B) such letter of 
credit names OVEC and each of the SponsQrjpg CQ^p^i^s as the bGnofioiaivbenefi claries 
thereunder; (C) drawings under the letter of credit are permitted upon a signed statement 
fixim an officer of the beneficiary of the letter of credit that the amount of drawing is owed 
to the beneficiary pursuant to the ICPA; (D) the applicable Sponsoring Company's 
agreement to pay all reasonable out-of-pocket expenses (including the reasonable fees and 
expenses of OVEC's counsel) relating to the enforcement of OVEC's and each Sponsoring 
Company's rights under the letter of credit; (E) the applicable Sponsoring Company shall 
not have any reimbursement obligations un6sT such letter of credit; (F) the letter of credit 
shall provide that the beneficiary may draw the full amount of the letter of credit ifthe 
issuer is no longer an Acceptable Letter of Credit Provider, subject to any cure rights; and 
(G) the letter of credit requires the issuer thereof to provide at. least 60 days' notice to 
OVEC and each Sponsoring Company of the renewal or non-renewal thereof and provides 
that the beneficiary may draw the full amount of the letter of credit if such letter of credit is 
not renewed or extended; or 

(c) other replacement credit support in form and substance reasonably 
acceptable to OVEC. each of tiie Sponsoring Companies (and theiy respective lenders, if 
necessary), and with the prior written c o n s ^ (in its sole discretion) of each admiiustrative 
agent for any of OVEC's lenders or noteholders under s ^ o r credit facilities and other 
senior debt. 

Upon any such replacement, the obligations of the appUcable Sponsoring Company covered by 
such credit suj^xirt (including with respect to prior periods and including all enforcement and 
Other expenses relating to any replaced credit support) sfaaU be assumed in fiill under such 
replacement credit support agreement and the former credit support agreement shall be terminated. 

0026004001-02023-13763381 4/0Jjyi3=^t«@PM 
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OHIO VALLEY ELECTRIC CORPORATION 

Mnif lM of Spoetel Meeting of the 

* BoaHlofDi«ictocslieldJuhf1<.2<M3 

A Special Meeting of the Bo«d of Director of OHIO VALLEY ELECTRIC 

CORPORATION (OVEC) was calted to order by the Piealdent on a eonferencs call on Tuesday, 

July 18.^13, ai 9:00 a.m., pwwant to notice duly {^vw. 

Nicholas K ^dns, Pretktefit of the Corporalkn, acted as Ctwimfian of the meeting, a ^ 

John D. Brodt, CFO. Secrstary and Treasurer of the Corporation, acted as Secnatary of the 

meeting. 

Mr. &odt rapOTted ttiat the ftrflowino Directois were present on the owifsrence caD for 

the meeting: 

AntfionyJ.Ahem 
Ericas^cer 
yV{lltamS.Doty 
James R. Haney 
LanaLHitlebrand 
MarkC.McCuffough 

Steven K. Nelson 
Patrick W. O'LoughIn 
Rot)eft P. PiMwt% 
Paul W. Thwnpson 
John N. Voyles 
ChartesWhtOock 

Mr. Mtins asked Brian Chising, Simpson Thacher and Barttett. LLP, to provide 1eedl»ck 

from the subcoininlttee formed to review the proposed transfer of ̂ iterests In the Inter-Company 

Power Agreement (K^A) by the Sponsonng Compeities with Ohk> cwporate sepandion plans. 

Mr. Chisling reported that the sidsctMnmittae had met on sevoal occasktns. in pefson and t^ 

phone, to ffiscuss proposed altematims to comply with the investm«it grade trBmsfar 

re^jlrament in the ICPA. Mr. ChMing adwsed that the subctMnmittee renewed seveny 

propose inchidbig requiring the n«w unregulated company secure an Investment grade credit 

rating or issue a parent company guwanty with an annual liabitity Hnmt for the uraegulated 

com|»ny without a cnBdit rating Mr. Chisling stated that the sui>commMtee was unat^ to reach 

wianf moiis consent upon which credit rating format was agreeat^ to al parties of ̂  ICPA. 

Mr. Akins advised that the Ohk> Sponsorir^ Companies are obitgated by orders of the 

pubSc UtJiaies Commission of O t ^ (PUCO) to separtto their generation assets fiom their 

regt^oled entities. Mr. Akins indkitfad that he expected ̂  of the ONo Sponsoring Companies 



PUCO Cue fio. 14^1-Et-SSO; 1444^EL'ATA 
HIGHLV CONFIDENTLUL PR<VRIErARY TRADE SECRET OMA-POD4Zei2 fflGULY CONF 

Prodwed for pnrpoMS of PUCO Cut No. 14«4i u d 14-842 oity AttMAmnit 
ATTORNEYS EYES ONLY Page 2 of 2 

that have not yet compTied With the PUCO order to send a compliance proposal to the remaining 

Sponsoring Companies to accept or r e ^ the proposal so that each impacted Ohk) Sponsoring 

Company can c o m i ^ or fge with the PUCO to modify the^ PUCO order. 

The Board discussed certain options smd agreed that the Sponsorfng C o m p a r t shoiM 

respond to the indfvfdual proposals from any C^io Sponsoring Company as to pians to c o m ^ 

wim to PUCO order. 

M-. Aldns a ^ « d Mr. Chistmg to report on the feedback from 4»«ibcommltteee)q}(ortng 

the costs and benefita of divesting OVEC's transmission fBcOities. Mr. Chisling stated that the 

subcommittee reviewed the pros and cons of joining (or having its generation served by) PJM 

Interconnection U.C (PJM). an adioinir^ regional transmission organizatton, or transfening the 

OVEC-IKEC transmisston assets to a third party (who likely wouM operate vrthin PJM). 

Mr. Chisling advised tfut these optiofts coukf produce a cost savings of approximately ^ ^ H 

per year, but that difDcuKles in movkig power and- futiva cost uncertainty prevented the 

Sporwom from agreeing on these aKemativet. 

After some discussion 1 ^ G» Board, Mr. Akins astod the subcommittee to con&iue to 

work on possible third party transactions and asked the OVEC Operating CommittBe to review 

whether or n(tf to join PJM, with each reporting Its findings to the Board. 

There being no farther business to come before the Board, the meeting was adl»jmed. 

/ Secretary 
HIO VALLEY ELECTRIC CORPORATION 
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From: 
Sent: 
To: 

Cc 

Subject 

Attachments: 

Chisling, Brian <bchisifng@stblaw.com> 
Monday, July 22,201312:31 PM 
'nkaidns@aep.com'; 'tahem@buckeyepower.com'; 'ebaker@vvpsci.com'; 
*pchodak@aep.com'; 'bdoty@vectren.com'; 'wdgames@vectren.com'; 
'laskyc@firstenergycorp.com';'melewis@aep.com';'mcmccullough@aep.com'; 
'snetson@frontler-power.com';'poloughlin@buck^epower.com';'rppowers@aep.com'; 
'jhaney@firstenergycorp.com';'paul.thompson@ige-ku.com';'john.voyles@lge-ku.com', 
Whittock, Chuck; 'lhillebrand@aep.com' 
'jbrodt@ovec.com'; 'mape(fer@aep.com'; 'djones@oveccom'; 'tom.depaull@Ige-
ku.com'; 'tstoner@firstenergycorp.eom'; 'bvalice@wpsd.com'; •ddezeeuw@wp«ra.com"; 
'rmattey@oveccom'; Cecil, Greg; 'ddecoeur@wpsci.com'; 'Chris Balmer"; 'Charles E 
Zebula'; 'Patricia M Castro'; 'Lisa R GrofP; Melillo, Nick; 'ericdriscoll@ae5.com'; 
'rgcodier@vectren,com'; 'cgroon:\s@buckeyepower.com'; 'Bradley Scott'; 'Phi! 
Herrington"; 'Randall V Griffin'; 'sthayne5@aep.com'; 'jkass@Wpsci.com'; Seller, Amy T.; 
Beach, Ricic Riemann, Dina O; 'Fendig, John'; 'brsignet@aep.com'; Tague, Nicole A. 
RE: OVEC/IKEC Boards of Directors - - - • • • • • ^ ^ • • H ICPA Transfer 
Proposals 
• I Proposal 22July2013.pdf 

All, 

As promised, attached is the ̂ ^ ^ ^ ^ ^ ^ ^ ^ n r o p o ^ l . The proposal includes an Identical form of parent guaranty 
and identical term sheet for th^roposeoconsent to assignment, 

f will send dial In information for a meeting once I receive responses from all of the members of the fCPA Subcommittee 
(requested by Wednesday at Noon). 

Please let me know If you have any questions. 

Thank you, 

- Brian 

Brian Chisling 
Simpson Thacher & Bartlett LLP 
425 Lexington Avenue 
New York, New York 10017 

Tel: <212) 455-3075 
Fax; (212) 455-2502 
bchislina(@stfataw.com 

Please consider the environment before printing tfiis email. 
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Duke ESP 3 -

EXHIBIT 

Sent: 
To: 
Cc 
Subject: 
Attachments: 

Mond^, July 22,201310:05 AM 
Chisling Brian: ' 

[Pnsposai 
Proposal 22July26X3.pdf 

Briari,.attached Is our document ttiat has signed. , 

Hes used to say> "iiWto.;ever dies witJr ttiettiost toys wins 
But.if he loses h^sout; what has hegained In the.end' 
I'lr tate a shadcoiT » rocfe 
Over a castli^in the sand." 

MaricHail Lead Slnaer Gastlrig Cpowns, "AmericanOrearr*'* from Ole Album Casting Crowns 
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PROPOSAL 

FOR ASSIGNMENT T C H ^ ^ m i ^ B I H H I UNDER 
THE OVEC AMENDED AND RESTATED INTERCOMPANY POWER AGREEMENT 

DATED AS OF SEPTEMBER 10, »>10 

This _ _ __ 
f) to each Sponsoring Compan; 

requested assigrmient to _____ 
obligations under the Amended a: 
September 10. 2010 (the "ICPA"). 

PROPOSAL Is provided ^ 
under the ICPA to outline ^ ^ proposal Tor s 

of its rights, title, mterests and 
Restated Irter-Company Povrer Agreement dated as of 

The fblkwring items as identified in paragraphs 1 ttirough 7 below shall be Identified as 
the • ^ H H P H I H I Proposal for the temns and conditions related to ^^ f requested 
assignment related to the ICPA (the IHErgBSsaT): 

1. H has received the approval of the Public Utilities Commission of Ohio and the 
Federsd Energy Regulatory Commission to separate its generation assets from its 
transmission and distribution assets. 

2. In connec^n wiOi regulatory ^sprovals. • • proposes to effectivdy transfer its 
rights, title, Interests and obligatk>ns under the ICPA to 
owned subskiiary of 
writtai consent from 
required under the ICPA. 

an unregulated wholly-
by obtaining the imanmious 

any o&ier necessary party) as 

3. In connection with obtaining the unanimous written consent from ea(^ 
Sponsoring Company, H H ' " ' ' " (") ®^^^® ^ consent agreement with all the Sponsoring 
Companies detailing the agreed upon consent for assignment, the related obPigations 
assumed by the assignee under the ICPA and the necessary credit support 
requirements (the "Consent Aareemenf) (See Exhibit 1. Proposed Consent Agreements 
Term Sheet attached hereto) and (ii) provide a guaranty ^reement (the "Guaranty 
Agreemenf') e x e c i r t e d ^ H B for the benefit of Ohio Valley Electric Corporatk)n 
rOVECI to cover ^ ^ i f p a y m e n t obligations under the ICPA up to the Maximum 
Amount (as defined in the Guaranty Agreement) (See ExhityJt Z Guaranty Agreement 
attached her^o). 

A. Guaranty Agreement Specifics. H | will propose and follow the form of 
Guaranty Agreement as provided in Exhibit 2, which provkles for the foUovtring key 
provisions: 

a. Maximum Amount. TTie guaranty will have a monetary cap equal to the 
Maximum Amount and will remain in full force and effect until all the guaranteed 
obligations have been discharged in full up to the Maximum Amount. 

b. Calculation of Guaranty Maximum Aniount OVEC shall recalculate the 
Maximum Amount based on | ^ ^ | Power Participation Ratio on an armual 
basis, which amount shall be beseA on the folknving line item obligations: 

CONFIDENTIAL OVEC 00230 



(i) OVEC's aggregate consolidated long-tenm debt as of Decemt)er 31" of the 
previous calendar year. 

(it) The amount required to be deposited with the trustee to either make-whole or 
defease the bonds as of December 31st of the previous calendar year. 

(iii) OVEC's reasonably expected additional long-term debt for the current 
calendar year based on OVEC's long-temn forecast. 

(iv) OVEC's aggregate, consoRdated short-tenn debt as of December 31st of the 
previous calendar year (including atl amounts available under revolving credit 
or similar faciTrties, whether currently drawn of not). 

(v) OVEC's reasonably expected additional short-term debt for the current 
calendar year based on OVEC's long-term forecast 

(vi) An amount equal to twelve (12) times the average monthly billable costs of 
OVEC for the currertt calendar year, as approved in OVEC's current budget 
for such period (or If not yet approved, based on 110% of the last approved 
annual budget). 

(vii) Less any amounts psud by Guarantor to OVEC for payment of Guaranteed 
Obligations due OVEC under the Guaranty. 

c. Guarantor To Maintain Investment Grade Rating. The Guaranty Agreement and 
Consent Agreement provide tiiat the Guarantor has, and must maintain, a long-
tenn senior unsecured non*credit enhanced debt rating of at least BBB- by S&P 
arid Baa3 from Moody's; or if rated by only one agency, txjt not both, must have 
tiie requisite rating by one of such agencies. 

d. Rioht to Substitute Guaranty Agreement JHBmay termirrate its Guaranty 
Agreonent if H ^ | (i) obtains a long-term senior unsecured non-credit 
enhanced debt rating of at least BBB- by S&P and Baa3 from Moody's; or if rated 
by only one agency, but not both, must have the requisite rating by one of such 
agencies, or (ii) provides a substitute acceptable security, including a letter of 
credit 

5. Consent Agreement Specifics. ^ B ^ " propo^ arid follow the form of Consent 
Agreement as provided in E)diibit 1, which provMes for the fblkwving key provisions: 

a. Release o f ^ B under the ICPA. The Consent Agreement would provide that a 
Sponsoring Company proposing to assign its interests under the ICPA woukJ no 
tonger be liable under the ICPA and the assignee entity woutd assume alt such 
liabilities. 

b. Additlonat Payment Default under ICPA. The Consent Agreement would add 
that any default under the Guaranty Agreement or a replacement credit support 
would be considered a "Payment Default' (as such term is defined In the ICPA) 
and OVEC would be ^ ^ to exerdse aJI avaUat^ riemedies at law or in equity, 
including su^ension of service to the defaulting Sponsormg Company. 
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c. Replacement Credit Support The Consent Agreement would add the ability of 
tiie Sponsoring Company to replace the Guaranty Agreement (or such credit 
support in effect) with otiier acceptable credit support Including: 

(1) a guaranty Irt a fonn similar to tiie oirrent Guaran^ Agreement or 
other acceptable fonn issued by an affiliate of the appl ies^ 
Sponsoring Company with long-term senwr unsecured non-credit 

• enhanced debt rating of at least BBB- by S&P and Baa3 from 
Moody's; or if rated by only one agency, but not both, must have 
the requisite rating by one of such agencies; or 

(ii) an irrevocable standby letter of credit in an acceptable form to 
OVEC and any of OVEC's lenders naming OVEC as beneficiary 
and with a value of at least the then-applicabie Maximum Amount 
under tiie Guaranty Agreement 

6. H will schedule a meeting during the week of August 5"̂  to provkle the 
Sponsoring Companies w i ^ an opportunity to raise any questions, or present any 
remarks for discussion, regarding the • | P r q } o s a l , including the t>ase forms of the 
Guaranty /^reement and tiie Consent ^reement. 

7. StiouM 
Companies for • receive unanimous acknowledgment from the Sponsoring 

s proposed transfer as provided for under these terms and 
conditions of the ̂ ^ Proposal, then | B shall work witii OVEC and all the Sponsoring 
Companies during periodic meetings and drafting sessions in order to create one final 
form of Consent Agreement as well as any necessary related documentation, for 
execution by all Sponsoring Companies. 

Attached hereto is a Sponsoring Company Acknowledgment form, which weare requesting 
each Sponsoring Company to fill out in accordance with Its position on the HHlProposal and 
that each Sponsoring (Company return the fonn t o j p n by August 15,2013 (the "Response Due 
Date'). Please note, in the event a Sponsoring Company chooses not to return a Sponsoring 
Company Acknowledgment form to | B ^ ^ kientify«ttier its agreement or disagreement witii 
the HHlProposa l by the Response Due Date. |B| | |shaI I presume that the Sponsoring 
Company is in disagreement witii the ^HProposa l . 
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SPONSORING COMPANY ACKNOWLEDGMENT 

TO THE ̂ ^ ^ ^ ^ ^ B m | P R O P O S A L FOR 

ASSIGNMENT TO UNDER THE AMENDED AND RESTATED 
INTER-COMPANY POWER AGREEMENT DATED AS OF SEPTEMBER 10. 2010 

Please evklence your agreement or disagreement with the ̂ | Proposal by August 15. 2013. 
by cheddng one of the boxes below and signing in the appropriate signatory block and return 

^liy executed original t o ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ H H ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ H H H | 

• SPONSORING COMPANY AGREES WITH THE I I. PROPOSAL 

n SPONSORING COMPANY DISAGREES WITH THE I 
PROPOSAL 

SPONSORING COMPANY 

By:. 

Name: 

Titie: 

Date: 
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Exhibit 1 

Proptaed Consent Agreements 

Term Sheet 

The Guaranty would be entered into in connecdon with documents consenting to 
the assignment of the interests by the ̂ plicable Sponsoring Company under the Inter-Company 
Power Agreement ("ICPA") to the identified new Sponsoring Company. Consent to such 
assignment would be necessary from each of tiie other Sponsoring Companies under the ICPA, 
and &om the administrative agent fcH- any lenders or noteholders under OVEC's senior credit 
facilities and otiier senior debt For cUscusiuon purposes and based oa preliminary feedback fiom 
some of the Sponsoring Companies, below is an outline of the basic terms of a ]»t)posed consent 
f^reement. 

1. Consent to Assignment The applicable parties would consent to the 
proposed assignment and die form of the relevant documents to be executed as of the effective 
date of the assignment A separate consent (on substantially tiie same form) would be used 
among each of the Sponsoring Companies proposing to assign its interests and tiie other 
Sponsoring Companies, as well as a separate consent fiom each ^plic^le administrative agent 
for each such proposed assigmnent (on forms agreed with each sudi agent). The consent 
agreemoits would specify the parties to tbe assignment and the guarantor, as well as the ag^ed 
fonn of die guaranty and the assignment and assumption agreement The consent elements 
would acknowledge that upon tbe permitted assignment, the assigning entity would no longer be 
liable under the ICPA (and the assignee entity would assume all such liabilities). The consent 
agreemoits would be effective, subject to any necessary regulatory ap̂ HfOvals, immediately 
upon execution by all parties; provided that, ifthe proposed assignment is not consummated by 
an agreed outside date, the consent would automatically expire. 

2. Effect of Defiiuh under Guarantv or Replacement Credit Support If tiiere 
exists an uncured defeult imder or with respect to the Guaranty (or any replacement credit 
support, as discussed below), then such default would be considered a "Pavmem Default" of the 
applic^le Sponsoring Company pursuant to Section \\J)l of the ICPA, and (unless and until 
cured) OVEC would be able to exercise all available remedies at law or in equity, including 
(without limitation) suspension of service to the deiauhing Sponsoring Company under the 
JCPA. In addition, OVEC shall be ratitied to make a claim imder the credit support dien in 
effect for all damages relating to such default and any otiier costs, indemnities and expenses 
incurred or owing in connection with such default and the exercise of such remedies. The 
applicable events of default (and cure periods, if any) widi respect to the Guaranty (or 
replacement security) would be as follows: 

Note: Subject to the scope of the proposed consent and finther discussion, it is likely that 
the consent agreement among all of tiie Sponsoring Companies could be consi^ed a 
technical amendment to the ICPA, and thus it would be advisable to obtain FERC 
approval for the appUcable potions thereof. OVEC is reviewing the need for any otiier 
regulatory approval including fiom state commissions in Kentucky and Vir^nia (who 
have ̂ )pFoved recent material amendments to the ICPA). 
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(a) any representation or warranty made by tiie entity issuing the 
Guaranty (or replacement credit support) was felse or misleading in any material respect 
vAien made or deemed made or repeated (and such breach is not rem^iied within thirty 
(30) days alter receipt of notice tiiereof fiom OVEC); 

(b) the feilure of the entity issuing the Guaranty (or replacement credit 
support) to make any [rayment required or to perform any other; material covenant or 
obligation under the applicable credit siippOrt agreement (and such &ilure is not remedied 
within three (3) business days after written notice thereof fiom OVEC); 

(c) the entity issuing the Guaranty (or replacement credit support) (i) 
files a petition or otiiermse commences, authorizes or acquiesces in the commoicement 
of a proceeding or cause of action under any bankruptcy, insolvency, reorganization or 
similar law, or has any such petition filed or commmced against it, (ii) makes an 
assignment or any general arrangement for the benefit of creditors, (iii) othermse 
becomes bankrupt or insolvent (however evidenced), (iv) has a liquidator, adbninistrator, 
receiver, trustee, conservator or similar official appointed with respect to it or any 
substantial portion of its property or assets, or (v) is generally unable to pay its debts as 
they become due; 

(d) the Guaranty (or replacement credit support) fails to be in full 
force and effect (other than in accordaiice with i^ terms) in any material respect, 
including (without limitation, in an amount equal to the tiien-current Maximum Amount) 
prior to the termination or expiration of all of the applicable Sponsoring Company*s 
obligations under tiie ICPA (the "Permitted Expirv">: 

(e) the entity issuing the Guaranty (or replacement credit support) 
repudiates, disaffirms, disclaims, (M- rejects, in v^ole or in part, or diallenge the validity 
of the applicable credit support agreement; 

(Q the long-term senior unsecured non-credit enhanced debt of the 
entity issmng the Guaranty (or replacement credit support) fails to maintain at least a 
BBB- rating from S&P and at least a rating of Baa3 fiom Moody's (or, if not rated by 
both such rating agencies, then having the requisite ratmg by one of such agencies) and 
the applicable Sponsoring Company &ils within tea (10) business days thereafter to 
provide replacement credit support (as described below); or 

(g) vnth respect to a letter of credit issued as a replacement credit 
support (as described below), (i) if the letter of credit has an expiration date earlier than 
the Permitted Expiry, a substitute letter of credit (satisfying all of the f^plicable 
requirements for a replacement credit support), whi'^ may include an amendmoit to the 
tben-current letter of credit; in the required amount and witii an ^piration date that is at 
least one year after the expiration date of tbe then-cuirent letter of credit is not delivered 
to OVEC at least thirty (30) days prior to the expiration date of the then-current letter of 
credit and a replacement credit support (satisfying all of the applicable requirements for a 
replacement credit support) is not delivered to OVEC prior to such 30-day period; or (B) 
i^ at any time prior to the Permitted Expiry, the letter of credit issuer is no longer an 
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"Acceptable Letter of Credit Provider" (as set forth below) or is subject to a bankruptey. 
or insolvency event and a rephicement credit support (satisfying all of the applicable 
requirements for a replacement credit support) is not delivered to OVEC within 10 days 
after such event, provided tiiat, OVEC shall be permitted to draw on the ^plicable letter 
of credit to the extent not replaced as desoibed above and hold^e cash proceeds fiom 
any draw, and in such event such cash shall satisfy, in whole or in part, tiw requirement 
of replacement credit support imtil replaced as provided below. 

As noted above, upon an uncured default as described above witii respect to a letter of credit the 
entire available amount of such letter of credit may be drawn by OVEC and used as replacement 
credit support, without limitation or duplication of any other rights or remedies that may be 
available to it with the right to draw upon such cash seciuity deposit in accordance with the 
terms hereof at any time prior to the Permitted Eiqiiry to the sune extent that the letter of credit 
could have been drawn upon had it remauied in force and effect (and assuming tibat the 
expiration date of the letter of credit was the Permitted Expiry); provided that, if subsequent to 
such draw down of a cash security deposit fiom the letto: of cr»}it, the ai^lic^Ie Sponsoring 
Company provides a replacement credit support (sat is^^ all of the ̂ iplicable requirements for 
a replacement credit support), OVEC shall retum to tbe applicable Sponsoring Company (or its 
designee) a sum of cash equal to (i) tiie amount of the cash security deposit obtained as a result 
of such draw down, minus (ii) tiie a^regate amount of any and all drawings made by OVEC on 
such cash security deposit as permitted hereunder, including for reimbursement of covered out-
of-pocket expenses in connection with enforcement actions. In conrtection with the foregoing, 
OVEC shall be required to keep any cash security deposh in a separate interest bearing account, 
and, shall not be entitled to use, assess, invest, commingle, assign, sell, or pledge such ca^ 
security deposit for any purpose other than drawing upon such cash security deposit in 
accordance with the terms hereof, and any interest on such cash security deposit shall be the sole 
property of OVEC and shall be payable by OVEC to the appHcable Sponsoring Company (or its 
deagnee) (m the date, if any, on which the cash security deposit is required to be returned in full 
to such Sponsoring Gompuiy (or its designee) hereunder. 

3. Replacement Credit Support. At any time, the aj^licable Sponsoring 
Company is permitted to replace the Guaranty (or other replacement credit support then in effect) 
with otii^ acceptable, replacement credit support as follows: 

(a) a guaranty, in form and substance substantially similar to the 
Guaranty or otiierwise satisfoctozy to OVBC and each administrative agent for any of 
OVEC's lenders or noteholders under senior credit fecilities and other senior debt issued 
by an afBliate of the applicable Sponsoring Company witii long-term senior unsecured 
non-credit enhanced debt havuig at least a BBB- rating fiom S&P and at least a rating of 
Baa3 fiom Moody's (or, if not rated by botii such rating agencies, then having the 
requisite rating by one of such agencies); 

(b) an irrevocable, standby letter of credit (x) issued by a m^or U.S. 
commercial bank or the U.S. branch ofGce of a foreign bank, which, in either case, (1) 
has coimters for presentment and payment in the City of New York. (2) an asset base of 
at least $10 billion and (3) with long-term senior unsecured non-credit enhanced debt 
rating (or, if it does not have raled d ^ an issuer rating) of at least A- fiom S&P and at 
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least A3 fiom Moody's (an "Acceptable Letter of Credit Provider**̂ , and (y) in a form 
reasonably acceptable to OVEC and each administrative agent for any of OVEC*s lenders 
or noteholders under senior credit fecilities and other senior debt including tiie following 
terms: (A) the amount of the letter of credit must be at least the amount of the then-
E^plicabte maximum liability cap under the Guaranty and subject to the same annual 
adjustments (or timely replacement or supplement (which may be an amendment to the 
stated amount of such letter of credit) mtii a substantially simile letter of credit in such 
adjusted amount); (B) such letter of credit names OVEC as the beneficiary thereunder; 
(C) drawings under the letter of credit are permitted upon a signed statement fiom an 
ofHcer of the beneficiary of the letter of credit that the amount of drawing is owed to the 
beneficiary pursuant to the ICPA; (D) the applicable Sponsoring Company's agreement 
to pay all reasonable out-of-pocket expenses (including the reasonable fees and expenses 
of OVEC's counsel) relating to the enforcement of OVEC's rights under the letter of 
credit; (E) the applicable Sponsoring Company shall not have any reimbursement 
obligations under such letter of credit; (F) the letter of credit shall provide that the 
beneficiary may draw the full amount of the letter of credit ifthe issuer is ito longer an 
Acceptable Letter of Credit Provider, subject to any cure rights; and (G) the letter of 
credit requires the issuer tiiereof to provide at least 60 days* notice to OVEC of the 
renewal or non-renewal thereof and provides that the beneficiary may draw the full 
amount of the letter of credit if such letter of credit is not renewed or extended; or 

(c) other replacement credit support in form and substance reasonably 
acceptable to OVEC and with the prior written consent (in its sole discretion) of each 
administrative agent for any of OVEC's lenders or noteholders under senior credit 
fiicilities and other senior debt 

Upon any such replacement, the obligations of tiie applicable Sponsoring Company covered by 
such credit support (including witii respect to prior periods and including al! enforcement and 
otiier expenses relating to any replaced credit support) shall be assumed in fiill under such 
replacement credit support e t̂eement aiul the fbrmer credit support agreement ^uU be 
terminated. 
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Exhibit 2 

GUARANTY AGPirgMFNT 

THIS GUARANTY AGREEMENT (tiiis "GugBjnty'Q. dated as of [date], 2013, 
issued and delivered by | H H ^ ^ H | H | | ^ | H s Delaware corporation (the 

"Guarantor"), fbr the account o f ^ | ^ ^ ^ ^ ^ ^ ^ | ^ B i i ' ^ Delaware limited liability 
company (tiie "Obligor"), and fbr the benefit of Ohio Valley Electric Corporation, an Ohio 
corporation (the "Beneficiary"). 

Background Statement 

WHEREAS, the Obligor proposed to and has become a party by assignment to 
that certain Amended and Restated Inter-Company Power Agreemmt dated as of September 10, 
2010 with the Beneficiary and the other parties thereto (as amended, supplemented or otherwise 
modified from time to time, the "Agreement"): and 

WHEREAS, Beneficiary required that the Obligor deUver to the Beneficiary tiiis 
Guaranty as a condition to and inducement to Beneficiary to consent to the Obligor becoming a 
party to the Agreement with the Beneficiary. 

Agreement 

NOW, THEREFORE, in consideration of the foregoing and for good and valuable 
consideration received, the Guarantor hereby agrees as follows: 

1. Guaranty: Limitetion of Liabilitv. The Guarantor hereby absolutely and 
unconditionally guarantees to the Beneficiary, with effect fiom the date of tbe Agreement the 
timely payment of the Obligor's payment obligations under the Agreement as or v/hea such 
amounts become due and payable, whether at their scheduled due dates, xtpoa acceleraticm or 
otherwise (the "Guaranteed Obligations"), aixl agrees to pay any Guaranteed Obligations within 
three (3) business days of demand by Beneficiary; provided, however, that the Guarantor's 
aggregate liability hereunder shall not exceed the maximum amount calculated on an annual 
basis by the Beneficiary, in accordance with the formula provided m Exhibit A hereto and 
incorporated herein (tite "Maximum Amount"). As of the date of this Guaranty, such Maximum 
Amount is U.S. ̂ m i | > ^ calculated as shown on Exhibit A.' On or before Januaiy 31st 
of each subsequent calendar year (commencing witii calendar year 2014% the Benefiaary shall 
calculate the applicable amount for the then-cuirent calendar year m accordance with Exhibit A 
and based on tbe Beneficiary's records and provide notice thereof to the Guarantor, provided 
that until tiie determination and notice to the Guarantor of the new Maximum Amount, the 
^plicable Maximum Amount for the previous year shall continue to apply. 

Subject to the other terms of this (juaranty, the liabitity of the (juarantor under 
tiiis Guaranty is limited to payment obligations required to be made by the Obligor under tiie 
Agreement. 

Note: Maximum Amount is based on a calculation for the 2013 calendar year. 
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The Guarantor agrees that tiie Guaranteed Obligations may at any time and fiom 
time to time exceed the Maximum Amount without unpairing the guaranty hereunder or 
affecting the ri^ts or remedies of the B^ieficiaiyhereunder. 

2. Effect of Amendments. The Guarantor agrees that the Beneficiary and the 
Obligor and the other parties to tbe Agreemeiit individually or together (as applic^le under the 
A '̂eement), may modify, amend and/or supplement tiie Agreement may delay or extend the 
date on ̂ f̂iich any payment must be made pursuant to the Agreement or delay or extend the date 
on which any act must be performed by the Obligor thereunder or any demand for payment 
under the Agreement may be rescinded, or the liability of any person for any part of any payment 
or any coll^eral security or otiier guarantee or right of offset witii respect to any payment may be 
renewed, accelerated, compromised, waived, surrendered or released by the Beneficiaiy or any 
other person, all without notice to or fiirther assent by the Guarantor, v/tio shall remam Iwund by 
this Guaranty, notwithstanding any such act by the Beneficiary or any otho' person and waives 
any defenses based on the foregoing. 

3. Waiver of Rights. Tbe Guarantor expressly waives notice of acceptance 
of this Guaranty, diligence, presentment protest demand for payment or notice of default or 
nonpayment notice of dishonor and protest and any requirement that at any time any person 
exhaust any right to take any action gainst Obligor or their assets or any other guarantor or 
person, iMovlded. however, that any failure of Beneficiary to give notice will not discharge, alter 
or diminish in any way Guarantor's obligations under this Guaranty. The Guarantor waives any 
and all notices of the creation, renewal, extension or accrual of any of tiie Guaranteed 
Obligations and notice of or proof of reliance by the Beneficiary upon tiiis Guaranty, and the 
Guaranteed Obligations shall conclusively be deemed to have been contracted, incurred, 
renewed, extended, amended, or waived in reliance on this Guaranty. The Guarantor waives all 
defenses based on, and this Guaranty shall be construed as a continuing, absolute and 
unconditional guaranty of payment without regard to, (i) the validity or enforceability of tiie 
Agreement or any Guaranteed Obligations or any o£her collateral security, other guarantee or 
right of set off with respect thereto or lack of power or authority of, or change, resbiicturing or 
termination of the company existence or structure of. Obligor, (ii) any defense, set-off or 
counterclaim other than those to wfaidi the Obligor may be entitied to under tiie A^eement and 
(iii) suretyship defenses or impairment of collateral, in bankn^toy or any other circumstance, 
except any claims or defenses of Obligor under the Agreement in respect of payment or 
performance of its obligations under the Agreement 

4. Postponemert of Subrogation. The Guarantor hereby pos^nes and 
subordinates in favor of the Beneficiary any and all rights which the (}uarantor may have to (a) 
assert any claim against tbe Obligor based on subrogation rights with re^KCt to payments made 
by Guarantor hereunder and (b) any realization on any property of the Obligor, iiKluding 
participation in any marshalling of the Obligor's assets, until all (juaranteed Obligations have 
been p^d in fiiU and Obligors rights and obligations under the Agreement have been terminated. 
Upon payment in fiill of such Guaranteed Obligations and termination of tiie ObUgor's rights and 
obligations und» the Agreement Beneficiary agrees tiiat (juarantor shall be subrogated to tiie 
ri^te of Beneficiary against Obligor to tiie extent of Guarantor's payment to Beneficiary. 
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5. ^ Reservation of Defenses. The Guarantor reserves to itself all rig^its, 
setoffs, counterclaims and other defenses that the Obligor may have expressly undo- the 
Agreement to payment of all or any portion of the Guaranteed Obligations, except defenses 
arising from the bankruptcy, msolvency, dissolution or liquidation of the Obligor and other 
defenses expressly waived in tiiis Guaranty, includmg under Section 2 and Section 3 above. 

6. Settlements Conditional. If any monies pud to the Beneficiary in 
reduction of the Guaranteed Obligations of the Obligor under the Agreement have to be repaid 
by the Beneficiaiy or any otiier person by virtue of any provision or enactment relatmg to 
bankruptey, insolvency or liquidation for the time being in force or otherwise, the liability of the 
Guarantor under this Guaranty shall be computed, notwithstanding the teimination or revocation 
of this Guaranty, which shall be reinstated and continue to IK effective, as if such monies had 
never been paid to the Beneficiary; provided, however, if this Guaranty is replaced by a 
substitute giraranty pursiuint to Section I7(li), tills provision shall only be tqiplicable to such 
substitute guaranty and this Guaranty shall not be remstated. 

7. Primary Liabilitv of the Guarantor. The Guarantor agrees tiiat tiie 
Beneficiaiy m ^ enforce this Guaranty without the necessity at any time of resorting to or 
exhausting any other rights or remedies, security or collateral or guarantees. This is a ccmtinuing 
Guaranty of payment and not merely of collection. This Guaranty shall not be affected by any 
change in tiie relationship between the Guarantor and the Obligor. 

8. Term of Guarantv. This Guaranty shall remam in full force and effect 
until the earlier of (i) such time as all the Guaranteed Obligations up to the Maximum Amount 
have been discharged in full or termmated (includmg any potemial for remstatement pursuant to 
Section 6), as confirmed in writing by tiie Beneficiaiy, or (ii) in accordance with the terms for 
Early Teimination set fortii in Section 17 (the "Expiration Date**). In the event this (juaranty's 
Expiration Date is determmed pursuant to clause (i) or (ii) above, such termination of this 
(juaranty shall have the affect of terminating the (luaranteed Obligations outstanding or 
contracted or committed for as of tiie time of termination, provided, however, tiiat termination of 
this Guaranty for any reason other than pursuant to clause (i) or (ii) above shall not affect any 
Guaranteed Obligations outstanding or contracted or committed for at the time of termination, 
and this (juaranty shall remain in fiill force and effect with respect to such Cjuaranteed 
Obligations until finally and irrevocably paid m full up to the Maximum Amoimt 

9. Governing Law. This Guaranty shall be govemed by and construed in 
accordance with the laws of the State of New Yoric 

10. Expenses. The Guarantor agrees to p ^ all reasonable out-of-pocket 
expenses (including the reascmable fees and expenses of the Beneficiary's counsel) relating to 
the enforcement of tiie Beneficiary's rights hereunder m the event the Quarantor disputes its 
obligations under this Guaranty. All payments under this Section 10 together witii any payment 
of tbe Guaranteed Obligations shall remain subject to the ^gregate amoimt limitations set forth 
in Section 1. 

11. Submission to Jurisdiction: Waiver of Jury Trial. The Guarantor and tiie 
Beneficiary, through acceptance of this Guaranty, submit for any legal action relating to this 
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Guaranty or for recognition or enforcemem of any judgment in respect thereof, to the non­
exclusive jurisdiction of the courts of the. State of New York, the courts of tiie United Stetes of 
America for the Soutiiem District of New Yoric, and appellate courts from any thereof, and 
consents that any such action may be breught in such courts and waives any ol̂ ection it may 
now or hereafio: have to tiie venue of any such action, in any such court or-such iaction was 
brought in an inconvenient court. The Guarantor and the Beneficiary, through acceptance of tiiis 
Guaranty, waive all rights to trial by jury in any action, proceeding or counterclaim arising or 
relating to this Guaranty. 

12. Representations and Warranties. The Guarantor hereby rqjresents and 
warrants th^ as of the date of tins Guaranty: 

(a) it is a corporation duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation smd has the corporate 
power and authority to conduct the business in which it is currentiy engaged and enter 
into and perform its obligations under this Guaranty; 

(b) it has the corporate power and authority and the legal right to 
execute and deliver, and to perform its oblig^ons undo ,̂ this Guaranty, and has taken all 
necessary corporate action to authorize its execution, delivery and performance of this 
Guaranty; 

(c> ttus Guaranty constitutes a legal, valid and binding obUgation of 
tiie Guarantor «iforceable in accordance with its terms, except as affected by bankrupt^, 
insolvency,- fi^udulent conveyance, reorganization, moratorium and other similar laws 
relating to or affecting the enforcement of Beneficiary's rights generally and general 
equitable principles; 

(d) the execution, deUvery and performance of tMs (Buanmty wiU not 
violate any provision of any requirement of law or contractual obligation of the 
(juarantor (except to the extern tiiat any such violation would not reasonably be expected 
to have a material adverse, effect on the Guarantor's ̂ nlity to perform thb Guaranty); 

(e) no consoit or authorization of̂  filmg with, or other act by or in 
re^sect of, any arbitrator or govenunental autiiority and no consem of any other person 
(including, without limhation, any stockholder or creditor of the Guarantor) is required m 
connection with the execution, delivery, performance, validity or enforceability of this 
Guaranty, other than any which have b ^ obtained or made prior to the date hereof and 
remain in full force and effect; 

(f) no li t i^on, investigation or proceeding of or before any arbttrator 
or governmental authority is pending or, to the knowledge of the Guarantor, threatened 
by or against the Guarantor relating to this Guaranty or that would have a material 
adverse effect on the GoarantM's alnlity to perform tills (juaranty; and 

({0 (juarantor has long-term senior unsecured non-credit enhanced 
debt having at least a BBB- rating fiom Standard & Poor's Rating Services, a division of 
The McCiraw Hill Companies. Inc. ("S&P"). and at least a rating of Baa3 fiom Moody's 
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Investors Service Inc. ("Moody's") (or, if not rated by both such rating agencies, then 
having the requisite rating by one of such agencies). 

13. Entire Agreement: Amendments. This Guaranty integrates all of the terms 
and conditions mentioned herein or incidental hereto and supersedes all oral negotiations and 
prior writings in respect to the subject matter hereof̂  This (}uaranty inay only be amoided or 
modified by an instrument in writing signed by each of the Guarantor and tiie Beneficiary. 

14. Headings. The headings of tiie various Sections of this Guaranty are for 
convenience of reference only and shall not modify, define or lunit any of the terms or 
provisions hereof. 

15. No Third-Party Beneficiary. This Guaranty is given by the Guarantor 
solely for the benefit of the Beneficiary and its successors, transferees and assigns, and is not to 
be relied upon by any other person or entity other than any Senior Agent (as defined below). 

16. Assignment The Guarantor may not assign its rights or obligations under 
this Guaranty without the prior written consent of the Beneficiary (which consent may not be 
unreasonably witiiheld or delayed) and each administrative agent for any lenders or noteholders 
under senior credit facilities and other senior debt of the Beneficiary (each a "Senior Agent"). 
Any purported assignment in violation of this Section 16 ^lall be void and without effect 

17. Early Termmation. This Guaranty ^all teiminate (i) ten (10) days after 
receipt by the Beneficiaiy of reasonably satisfactory written evidence fiom the Guarantor 
notifying the Beneficiary that the Obligor's long-term senior unsecured non-credit enhanced debt 
has at least a BBB- rating fiom S&P and at least a rating of BaaS from Moody's (or, if not rated 
by both such rating agencies, then having tiie requisite ratmg by one of such agencies); or (ii) 
immediately, upon the rq>Iacement of the Guaranty by substitute security m an amount and in 
form and substance reasonably acceptable to the Beneficiary and the Senior Agent 

18. Notices. Any communicati<Hi, demand or notice to be given hereunder 
will be duly given when delivered in writing or sent by facsimile to the Guarantor or to the 
Beneficiary, as applicable, at its address as indicated below: 

If to the Guarantor, at: 

With a copy to: 
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If to the Beneficiary, at: 

Ohio Valley Electric Corporation 
3932 U.S. Route 23 
Piketon, Ohio 4S661 
Facsimile: (740) 289-7284 
Attn: Treasurer 

With a copy to: 

Ohio Valley Electric Corporation 
1 Riverside Plaza 
Columbus, Ohio 43215 
Facsimile: (614) 716-6494 
Attn: Vice President and Clhief Operating Officer 

or such other address as the Guarantor or the Beneficiary shall from time to time specify. Notice 
shall be deemed given (a) v4ien recdved, as evidenced by signed receipt, if sent by hand 
delivery, overnight courier or registered mail or (b) when received, as evidenced by tiransmission 
confiimation report, if sent by facsimile and received on or before 4:00 p.m. local time of 
recipient or (c) tbe next business day, as evidenced by transmission confirmation report if sem 
by facsimile and received after 4:00 p.m. local time of recipient 
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IN WITNESS WHEREOF, tiie Guarantor has executed tiiis Guaranty as of tiie 
day and year first above written. 

GUARANTOR 

By: 

Name: 

Title: 
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Exhibit A - Annual Calculation of Maiimnm Amount 

Calculatioii as of the date of the Gnannify for tfaetfacn-cnrrent calendar year until reset in 
accordance Witt Section 1 tiiereof 

$ 1,596,486,240 Beneficiary's aggregate, consolidated long-teim debt as of December 31 st 
of the previous calendar year. 

$ 356,817,268 The amount reqmred to be deposited with the trustee to either make-whole 
or defease the bonds as of December 31st of the previous calendar year. 

$ 0 Beneficiary's reasonably expected adcUtional long-term debt for the 
current calendar year based on Beneficiary's long-teim forecast 

$ 300,000,000 Beneficiary's aggregate, consoUdaled short-term debt as of December 31st 
of the previous calendar year (including all amounts available under 
revolving credit or similar fecilities, whetiier cunentiy drawn or not). 

$ 0 Beneficiary's reasonably expected additional short-term debt for the 
current calendar year based on Beneficiary's long-term forecast 

$ 732,084,000 An amount equal to twelve (12) times tiie average monflily billable costs 
of the Beneficiary for the current calendar yem:, es {^proved in 
Beneficiary's currem budget for such period (or if not yet ^proved, based 
on 110% of the last ^proved annual budget). 

S 2.985387.508 Subtotal 

^ M H H i i Obligor^s share | | ^ | o f the above subtotal based on its "Power 
Participation Ratio** (as defined in the Agreement) as of Januaiy 1st 
of the curreDt year. 

($ Q) Less any amounte paid by Guarantor to Beneficiary for payment of 
Guaranteed ObUgations due Beneficiary uiuler the Guaranty 
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From: Chisling, Brian 
Sent: Wediiesdayju^ H 2013:12.-52 PM 
To; i; 

Sufajaeb OVECIGPASubcommitteo Meeting^-'Date 

All; 

Based On responses to dirto/the besrtimofor the calHsthgaftemoOrî b 
and rep( ) Is on vacation that week btrt they will try to find a replacement to make 

the call. did notrespohdi Please let me know ifyou have any contact with themi 

t understand thatthe teamsareokfora call thatday; so absent anyissues I will M 

Information later this afternoon for a callon.AUgS^ at 33Gpm ET. 

Please let me toiow if you have any questioris. 

Thank ydu, 

- Brigiri 

B r ^ Cftisiing 
:StmF^on-Thacher &:̂ artleti:; lliP • 
425; textngt,< â. Avenu^ 
Ne^.yorki New toi-K 10047' 

T^: t2t2):455^3B7,5; 
Fa)e(212y45S-2S(^ 
bchisllhgtasttlaw.cortt 

Rease consiaiBr the. epvironment befone printing (bis emaE 
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EXHIBIT 

DukeESP3-ii / ^ 

^6C 

From: Chisling, Brian 
Semi Wednesday, Ju^ 24,201312^ PNi 
TO: 'Cedl, Greg^ MelillOr Nicfe brsrgnet@aep;corn̂  lrgroff@aep.tor!t sthaynes^aep.tonu 

Riemann, Dina Q'prTiCî trd,@aep.com* ^ -
Subjact^ OVKIGPA Subcommittee Meeting-Date 

Based Ori responses todatt/the best timefortherallisthe^^^ 
FE and LSE/KU. Buckeye's rep (Cra%:Grooms);i5onya»t|on that weefcbut they will try to firida^r^ 
the calL Wolverine^ DPL and Vectren did notrespondi Pleasetet meknowifyouhaveanya)ntactwiththemv 

t uiiderstcmdfhat the ̂ ^ |and H i l l ^'^^'^^^'^P^^ 
fnformation later this afternoon for a callon Aug 8* at 330 pm ET. 

Please let me Iqiow if you have any questions. 

Thankypu, 

- Brian 

Brian ehisliflg 
:^impson thaeher''^.Bartlett:tLP 
42^ lexingto^ Ayeriuo^ 
Ne\« York; fi^rotmoo^T 
Tef: (2t2) 455-3075^ 
f3x;:{212) 455-2502 
bchi3lina@8tfalaw.com 

;PteQ^(xUi^ertheerivirorimentit6fcmprirttingthi&^e^ 
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From: Chfeling, Brian 
Sent: Wednesd^^Jubr 24^ 20X31:45 PM 
To: 'Cecil, Greg'; *stbaynes@aei^oom'ijkass®wpscf.com'; 'ericdriscoll0aes.cbm*; 

'rgoocher©vectren.conri'; 'cgfooms®tJucl(eyepower.com';'Melilto, Nicfc'; 
•fasl(yc@firstenergycorfxcom^ 5ohn.voy|es@lge-kuxom' 

Oc . 'jbrodt@«wec.com';'rnapeifer@Mp.com';:'djohes@OvecGOmytom.d^>aull@^ 
idi.cpm';'tstoher@firrt«iergycorp,wrift';'bV^ 
'rm«tey@oveccoml'; 'ddecpeur^wpsci-com'; 'Chris Balmer̂ , *Charies E Zebula';'Patricia 
M Castro-r 'Lisa R Groffr 'Bradley Scotf; 'Phil Herrington'; "Randali V Griffih'; 'Beach, Rick*; 
Efeller, Amy T.; 'RTemanh/ Dina 0 •̂ "Fendig, John'; :b^ignet@aep.eom'r 
'nka)<:Ins@aep.com!; 'tahe^@t)uckeyep(»A'ef.coin'; 'ebaker@wpsef.com*; 
'pchodak#aep;com^';'bdoty@vectrerr.ajm';'wdgames@vectren.cQm/ 
'metewfe@aep.com';'h^CrnccullcH4gh@a^.cornVVnelsori(g^ 
'PQlodghlin@bucteyepower.com*;'rppowers@aep.comY j^i^nQf® 
*p8ul.thornpson@Jge-fcuxpm'; 'cha^es.*^itiock®duke^efWfgycom'i 
'thillebrand@aep.eOm': Baucon^ Benjamin i.C. 

Subjilct: OVECICPA SubeorifimrtteeGatl -^ Thursday August Si 2013rat 3:30 pm ET 

Memberi^ortbeiCPASubcOmmitEeK 

Based onresponsjasto my p^bremails^ the jGPA S^bcommttl^ew 
prQposalsf ton^| |ahdHi:regardlr ig transfers of Inte tCPA; 

The.cainss^for thuisday Augusts, Z p ^ 

Diaim:(S77)i^Z-40K4 
f^ssrade: 2124S$307^ 

/ ^ always) the Sporisorii^ Companies are encouraged t 
SubcommJtteecalt to aid in thediscussion. Please forward this information (andttle dial in information) to^ 
appropriate representatives. I will send an Outlook calendar invite only to the current CPA Subcomimilttee memberŝ ^̂  
btit feel free to forward this on to othere. 

Please let me know If ybuhave any questtbris^ and please feel free to reach out to eia<^ o^herfof any d^ssions amOrig 
m m ^ ^ l ^rid:th^ Sponsoring Companies.. 
Thank you^ 

- Brian 

Srian Shtsling 
:^mpson thacher&Bartiett i2lp 
425 l ^ng toh Aveniie 

fel:(2l2)45.5-30m 
f a i t (2liB 455^2502 
bchistinoia>3tblaw.cQm 
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Please consider the environment before printing this email. 
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Fronri: Chisling, Brtart 
Sent: Fridaŷ  August 02,201311:30; AMT 
To: ^ ^ ^ ^ ^ 1 ^ ^ ^ ^ ^ ^ ^ ^ 

Sufcijikt: OVEC ICPA l^^ommitteeMeetiTig 

• •aV id I B tearhs/ 

t have not h^ard any feedbadclromi^onsors concerning the proposate^ 
accepted the irwite to the;call on Aug. 8*. 

PieaseletrneknowifthereisanyneedtodUcussanyUsMesorque^^ I view the call as an 
opportunity fof SpdnsOt̂ to ask questiohstoH ^hd ̂ H : about the pfopOsalS. t do itot see any active role for OVEC 
o r i ^ c a l l . Icatiattornpttotakeastr^wvotiaattheendofthecall. 

- Brian 

Brian Ghislitig 
iSinpipaon Thacher & Barttett LUP 
:42& Lexington Avenue 
f^ew York, New YorJstbQt? 

t ^ : [2i2V455-^7E^ 
F^: (212i 4&5;2;SCKa 
btih(stinaa^laiW:Gorri 

Please (xinsider^^enyimnnwitbe^jreprintir^ this emaHi 
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Front: Stepharii T Haynes <sth^ne5@3ep£om> 
Senfc Saturd^, August 0% 201311:42 AM 
To: Chisling^ Brian 
Cc CecH, Greg; Meiino,Nick^Riemann, Dina C^Bradford̂ ^R Signet; Patricta^MGastro;^ 

GrtrfT . 
Object: Re OVEC ICPA Subcommittee Ineeting 

Briaiui dont ttmUcJBJ^needs a c^ l u? advaiicc f don't thmk we iiecdyou to do anything specific forOVEC 
except aiiswef bVEGieJated questions and a stravg7poU at the-end would be great In addition i would like to 
eriiCoTiriag&^^eiittovS^ a: written response regardless of the answer^ 

We" doi^ wattf fo> i ^ 

on iward thstt is he^fiil We would iwobablyjust say that we would lookinto^it, if it is a posabliechange^ . 

I f an}^ne d s e has thojigtets, jet U3 know.; 

Hjariks for yQurhelpiii tiiis p r o c ^ . 

thanks^ 
Stevo' 

H6me 215-2924 

omcen^2m 
CelL599-6750 

On Augr2,2013,:at 11:30 AM^ "Chisiitig, Brian^ <bchislingfgtertblaw.cott^ wrote: 

This t s a n E ) a E R N A t email, STOP. THINKfeefpr^ ybU GUCK !inl^ or OPEN 
attachments. 

^ 1 andJHvt^ms, 

i hav^ not b^rd any f<eedt>ack frorn Sponsors concerning^ ̂ pfoppsats. All SponsorsL (ex«pt for Vectren) have 
accmed l^einvlt^to the.call on fvus- &*• 

i>tease let rneloiow if there Isarty need todt^ussany^uesorquestt^ I view die call sis an 
opportunity for Sponsors b> ask quesKons to|i||g and B i ^ ' ^ ^ tbe proposals; • do not see any active role for 
OV£Con thecall. f can attempt totake a. straw vqte at the er»d:of the call. 

- Brian 

Brian Ghisfiiig 
Sirnpson Thacher & Bartietf LLP 
425 Lew'ngtop AVenue 
;New:Vo.ri(i NewVork tOGt7 

T6l:.{212H55-3075 
Fax:;i212) 455-2502 
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bchistinq@stblaw.com 

Please consider the environment before printing this email. 
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Duke ESP 3 

From: 
Serit 
Tot 
Cc 
Subject: 

Attadinients; 

Monday, August 12,201310-11 fiM 
^B||[|B*Jbrodt@ovECconiT Chisling^ Brian; 
'mapeifer@aep.ccKTv!; Thompson, Paul; Fendiigi.Jolm;Depaull,Tom; Early, Johrt 
RE: OVEC/IKEC Boards 6 f ; D i r e c t o r s — - ^ ^ ^ H H B i i ^ ^ ^ H ICPA Transfer 
Prop<»als 
••proposat22Juty2p^;pdi; ̂ ^•-^Sponsor .Ref̂ ot)sepdf 

Gre& 

Pt^se Arid attached tiie sifted ad<nowied^ent5.for boi$i | | | a h d Br^rd in jg the j 
requestedand discussed in thecalDast week 

Proposal as 

tf you wish a iTutl ̂ gned original of theis^nature pages attached here, pjeiase send T^urmalimg address and we will send 
them as well. 

Regards* 

Theinf̂ rm^HoH contaimidiit ihktrOnsmisa^n is mttn^^otUyfortkepersoitdraUityt&^vhi^itiS^^ 
addressed or eopkd,Jimity contain 1^^ 
retrOHsmissidin^disseminatiOHorothertiS^o^dttdkin^^^^ 
person^ Of'eni^eii other ihm^ieiniendiBdf^c^ 
irtfornuttibwcoritainid therHn^ error, plemecotttda^ 
storage: meditmi 
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SPON80RfflQCOyp/«YM:i9IOtM2^ 

PROPOSAL FOR 

AsssGNMBrrro i m o e i THE AMEfffiH) AND ROTATED 
0fmR-GOMPANy roWER^^f^ailBCT DATB? A8 0FI8EP1BISER10. » ^ ^ 

PfMis* evldeinoe yoiff- ag^e«mert or dfeagpsement v i ^ the 
faychecldnybn»qflh»boxMfbelcwandt^r^lnBw 
one ful^ exsGUtodv^^nal to 

tar August IS. 2013. 
^onabMy blot^WKt return 

G3''sPON80Rii^coii«>ANy'i»Rsayvrmi>iH ;;nKff>OSAL 

O SPONSORINOCOMPAfirir iEHSA^ lEESWl tH l^ 
PROPOSAL 

U(fM^*'/M\d^S t ^ ^ e ^ ^ ^ f * ^ ^ 

TWK J/fa^ 

D ^ f J ( / Z . / / 3 

/ f r f y , y ^ / x ^ 
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SN3fC80RtNG COMPANY ACKNOWLED^i^e^ 

TO THE 1 PROPCSALFOR 

A S S l G N M E I i T T b H H H B H H H H H UME3ER t v y ^ ^ RBSTATED 
INTBt-COMPANy POVVB^AGREetlENT DATED AS C^is^FTEMBER 1t^ 2010 

Please •yktence your agieamttn or disagree r̂ roposal: bv Aunuat IS . 2011 
by ^lecMno one of the t)pxes bakw and tigningm the approp i i ^ signatory block and return 
ohfiftiRy executed or lg^ ^ ^ H i ^ l ^ H I ^ I ^ I H ^ I H I i ^ H ^ H ^ H ^ H H 

SpONSOmNQ CCI«i0>ANyj^REES wrmTHE .PRC^OSA^ 

P $PC»iSORV4&C0M£>ANy DfiAOREESWrmTHE 
TOOPOSAt 

Tiflg ^ g t f ^ * j / < w / 

^ ^ ^ Jr. 

Dafe9t ^m-//s 
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spcmcmns COHK^ANT AGKNOWLEDGMENT 

T O T H E M ^ H ^ ^ H ^ ^ H . PROPOSAL FOR 

ASSI^WENT T O H ^ H ^ l H I ^ H i H UN££R TtS AMB«3Q} AND RESTATED 
IKrER-COMPAI>^ POWER AGREBHENT DATED AS OF SEPTEMBER 10,2010 

PteaaeWklencai vour japreafnent or dJsaorBemartwmi lhe]J|PfOb6stf hw Auoi^ is; 2018:: 
by Cheeking one of ttw boxae;faetew and aj^ytinfl fai the appropriate tlgnatbry biodt and return 
one ftiny eitecuted original t P l J J H n ^ B ^ n i H I J i H H H I ^ H J j ^ B M ^ ^ 

G SP0N3ORUiOCOIui»M<y^^(EESVvnKtKE| PROPOSAL 

©sP SPQNSORINQ COMPANY inSM»(EES WITH THEl 
PROPOSAL 

SPONSORING COMPANY 

Peninsula Generation COOparatlVe 

TWe:. 
PiQBldent & CSO 

Datoi 08-14-20ia 
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Froim 
Senfc 

Cc 
subtfectf 
Attachmenisr 

S t e ^ n T H^nes :<sthayne5@aeFKGom> 
Wednesday, August 14,2013 3:52 PM 

Chisling, Brian; Bradford R Sicjnet; Lisa RGrofg Patrkia MCastna 
^ ^ ^ ^ m ^ I C P A Tf̂ risfer Ptt^xjsals 
DOC00I.pdf -

Attached is: Ohio PoVyer'ai:espbrise to th^^oposafc 
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SPONSORING COMPANY ACKNpVVLED^ 

^ Ff«3P0SAL FOR TOTHE 

>^I(3NMENT I ^ ^ ^ ^ ^ B J ^ I H H K UNdiER THE AMENDED AND ItESTATED 
INTERCOMPANY POVVER AGREEMENT DATED A&OFSEPT3ilBER 10.2^ 

Please evk^nce your agtetttwnl or disaarsetnerftvt^'^ bv AuotM 15.201?. 
by dwbldng one isl thebbxes below and s^nlngft^ tha approiaiate: sigriatory trfock and rettim; 
OM^yeio^cutedor ig inal lO^^H^^ 

^Sf^NSORINCS^OMPANV AOREES VirttH' h PROPOSAL 

Q SPQNSORlNGCOttPANymiMQBEEatVVltHtHEl 
PRb|^5SAt 

SPON^RING COMPANY 

D«te M?// '2> 
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From: 
Sent: 
To: 
Ce= 
Sufailectr 
AttacbmentK: 

Stephan T Haynes <stha3fnes@aep.e0m> 
Wednesday; Augigtl4i 2013 5:17 PM 

Chisling. Brian; Bradford ,R Signet Lisa R Groffe Pebicie M Castro 
AppalacNan Power ahd&rKliaria Mkhigari Pcmwr response^ t D | 
n i l proposal IMP APCOi responses;pdf 

'̂ proposal 

TTf\<x̂ k̂̂ S&sfyer 

Stephan T. Haynes 
Vice Presrdent Strategic^ tnltfatlYe^ and Qhlef Risk OfTicer 
Ameriban Electric Power 
1 RiverSicle Plazi^ 28th Flooir 
Columbus, Ohio 43215 

Office«14^>l&28SZ 
Cell 614-69^750 
Fax 614-716-3288 
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SPONSORING COMPANY ACKNCWVLEDGMENT .; 

TO T H E I ^ ^ ^ ^ ^ ^ H i ^ B PROPOSAL FOR 

ASSIGNMENT T 0 ^ H H I ^ H H | | | ^ ^ H UNDER Tl^.AftOjDBSANClfRE^ATEC) 
INTER̂ ĜOMPANY POWER AGREEMENT DATED AS OF SEPTEMBER 10,2010 

PteMeewkterlce VOur aoreernant or dteacaee^ 
b^ checking one of tbe litoMebelew arid sigblng: in the j ^ ^ 
one fiji^ exBCUted îginal to ^ ^ ^ ^ ^ • H J j ^ l ^ ^ B ^ ^ H H J ^ ^ ^ I ^ ^ ^ ^ B r 

PCS SPONSORING COfcff»ANY AGREES vWtWTBEj iPROPQSAL 

Q SPdl^CSORII^ COMPANY D^GREgSVVlr^ 
PROPOSAL 

SPONSORING COMPANY . 

t / te^: 
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SPONSORtN&COMPANYAC;Kr<K)VVLEDGlU£NT 

TO T H E H H ^ ^ i ^ H ^ ^ PROPOSALFOR 

A S S I G N M E N T T O ^ H H I ^ ^ H H J ^ ^ B UNDER THE AME»K)B3 AND RESTATED 
l̂ aERTGOMPANYPOyVER AGREEMENT DATED AS OF SeFT34BER 10,2010 

Please etfiderve yptff^^grMitm 
by checking one of ttw: boxes bekmrand sigrrlng imtho appropriate sjgnatoty lÊ ock and retiffn 
oneftjily e x e c u t e d o r i g i n a l f o ^ ^ ^ ^ H ^ H ^ I B H ^ ^ m B B I ^ H ^ B ^ ^ ^ I 

JS f SPONSORING GOMPANV AGREES VVFfH THE I 

Q SPONSORING (X3iSlR>ANYi»SAGiRE^V^ 
PROPOSAL 

t. PROPOSAL 

SPONSORING C09»>ANY 

kou/vn^Hc^'gs 
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From: 
Sent: 
To: 

Cc 

Subject 
Attachments: 

HIGHLY CONFTOENTIAL PROPMETARY TRADE SECRET 
ProdDccd for pnrposM of PUCO Case Nos. 14-841-EL-$SO, 

14.842-EL-ATA only 

PUCO Case Nos. 14-841,14-842 
RESA-POD 04-008 (a) Attacb-Highly Conf. 

Page 1 of 31 

DukeESP3-|i 

Chisling, Brian < bchisling@stblaw.com > 
Monday, April 01,20131:54 PM 
Cecil, Greg; Melillo, Nick; 'eric.driscoll@aes.com'; 'rgoocher@vectren.com'; 
'cgrooms@buckeyepower.com*; 'sthaynes@aep.com'; *jkass@wpsci.com'; 
'laskyc@firstenergycorp.com';'john.voyles@ige-ku.com' 
'jbrodt@ovec.com'; 'djones@ovec.com'; 'rmattey@oveccom'; 'trwallace@aep.com'; 
'mapeifer@aep.com'; Beller, Amy T; Beach, Rick; Riemann, Dina O; Fendig, John; Usa R 
Groff/OR4/AEPIN; •pmcastro@aep.com'; Tague, Nicole A. 
OVEC ICPA Subcommittee Meetings — Fo|low-Up Information and Call 
[Untitledl.pdft DVComparison_13763381vl_OVEC-Bi Proposed Gty for 

B I B - 13763381v5_OVEC-^B Proposed Gty f o r ^ H [ ^ ^ B | | ^ b o c x ; # 
13763381v5_Active. - OVEC-HJProposed Gty for ^ ^ ^ ^ ^ ^ ^ K D O C 

MI, 

To follow up on the initial meeting ofthe OVEC ICPA Subcommittee on February 25,2013, attached is a 
re\dsed version ofthe "stra^vmaa" proposal from^^^nd l I H o f ^ fonn of parent gu^'anty proposed for use 
in coimection with the proposed ICPA transfers to non-rated subsidiaries. Both a clean copy and a copy marked 
to show changes &om tihe initial draft are attached. As before, I have participated in the revision of ttds 
proposed form. In addition, for backgroimd, I have attached certain pages fiom previous OVEC presentations 
to its credit ratings agencies listing the OVEC shareholders and Sponsors and providing information about each 
Sponsor's (or its proxy's) credit ratings with S&P, Moody's and Fitch. 

With respect to the form of parent guaranty, I note the following changes: (1) language has been added to 
Section 1 to clariiy that the cap amount would be reset aimuai; (2) the formula for the appUcable c ^ (in Exhibit 
A) has been revised to. clarify that it ijacludes all current and.projected debt during the aimual period,.and 
expanded to include the amount of 12 months of OVEC's projected billable costs for the current year (up from 
6 month in the prior draft); and (3) an outlme of the terms ofthe proposed consent has been added to the end of 
the draft, incltidmg the discussed "cross default" to the ICPA and proposed terms for acceptable replacement 
credit support. 

We request that each ofthe subcommittee members review the revised form ofthe "strawman" guaranty and 
provide feedback to the subcommittee as to whether this type of arrangement would be acceptable in principle 
in connection with the proposed transfers. At this point, we also would welcome all specific questions, 
comments or concerns on the draft, including from your legal counsel. As before, we hope that the next 
meeting ofthe subcommittee could be used to determine (at a high level) ifthe proposed form of guaranty 
might receive imanimous support to permit the proposed ICPA transfers. In addition, we would like to surface 
material edits or concerns wi^ the drafts. The desired result ofthe meeting would be a list of action items for 
future discussion, including (if possible) a path forward on a framework for the proposed ICPA transfers. 

Subject to availability of most (if not all ofthe Sponsors), I suggest afoUow-up meeting ofthe ICPA 
Subcommittee by phone on Wednesdt^ -^P'^ ^ '̂ 9 ^^^^ ^ ^^ ""* ^^^- Please let me know as soon as you can 
if you are unable to make tliat dt^ and time (andyour availability that week). Dial m information for both 
meetings will be provided in an update email later this week. Please let me know if you want me to invite any 
other members of your organization (and feel free to forward to any members that will be involved, as I expect 
some Sponsors to include their legal teams in the review). 

If you have any questions at all or if I can be of any assistance, please do not hesitate to contact me. 
1 

mailto:bchisling@stblaw.com
mailto:'eric.driscoll@aes.com'
mailto:'rgoocher@vectren.com'
mailto:'cgrooms@buckeyepower.com*
mailto:'sthaynes@aep.com'
mailto:'laskyc@firstenergycorp.com'
mailto:'john.voyles@ige-ku.com'
mailto:'jbrodt@ovec.com'
mailto:'djones@ovec.com'
mailto:'trwallace@aep.com'
mailto:'mapeifer@aep.com'
mailto:�pmcastro@aep.com'
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Respectfully, 

Brian 

Brian Cfiisiing 
Simpson Thacher & Bartlett LLP 
425 Lexinglon Avenue 
New York, NewYori< 10017 

Tel: (212) 455-3075 
Fax:(212)455-2502 
bchislinQ@stbiaw.com 

Please consider the environmer)t before printing this email. 

mailto:bchislinQ@stbiaw.com
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GUARANTY AOpF.KMKNT 

THIS GUARANTY AGREEMENT (this ̂ ^'Guarantv"). dated as of [date], 2013, 
is issued and d e l i v e r e ^ w H ^ ^ H ^ ^ H ^ ^ I B i a Delaware corporation (the -'Guarantor*'! 
for the accoimt o t ^ ^ H ^ ^ H ^ ^ I ^ H l S ^ ^ ^ Delaware limited liability company (the 
"Obligor"), and for the benefit of Ohio Valley Electric Corporation^ an Ohio corporation 
Cthe^^Beneficiarv"! 

Background Statement 

WHEREAS, the Obligor proposed to and h ^ become a party by assignment to that 
certain Amended and Restated Inter-Company Power Agreement dated as of September 10,2010 
with the Beneficiary and the other parties thereto (as amended, supplemented or otherwise 
modified fixjm time to time, the "Agreemenf*): and 

WHEREAS, Beneficiary-4ias required that the Guaronto^^li^r deliver to the 
Beneficiary this Guaranty as a condition to and inducement to Beneficiary to consent to the 
Obligor becoming a party to the Agreement with the Beneficiary. 

Agreement 

NOW, THEREFORE, in consideration ofthe foregoing and for good and valuable 
consideration received, the Guarantor hereby agrees as follows: 

1. Guarantv: Limitation of LiabiUty. The Guarantor hereby absolutely and 
unconditionally guarantees to the Beneficiary, with effect from the date of the Agreepiei^^ tba 
timely payment of the Obligor's payment obligations under the Agreement that are or may 
horQafter. as or wl̂ er̂  fiuch amounts become due and payable, whether at their scheduled d ^ 4 t̂es^ 
upon acceler̂ t̂ ol:̂  pr otherwise (the "Guaranteed Obhgations"). and agrees to pay any Guaranteed 
Obligations within three (3) business days of demand by Beneficiary; provided, however, that the 
Guarantor's aggregate liabiUty hereunder shall not exceed [U. S* Pollars (U«S. $203,116,015.00)]» 
asthe maximum amouqt, calculated on an annual basis bv the Beneficiaiy. in accordance with the 
formula provided in Exhibit A attached hereto. [Note: Calculation to be rooot annually based on 
current year's npprovod budget.] hereto and incorporated herem (the "Maximum Amou|it">. As of 
the date of this Guarantv. such Maximum Amount is U.S. $236.571.322.00. as calculated as sho^yti 
on Exhibit A/ On ^r before January 31st of each subsequent calendar year (commencing with 
calendar vea^ ?01^>. the Beneficiary shall calculate the applicable amount for the then-cmTent 
calendar year in accordance vrith Exhibit A and based on the Beneficiary's records and provide 
notice thereof to t^e Guarantor: provided that until the detennination and notice to the Guarantf;)̂  
of the new Maxin^upi Amount, the applicable Maximum Amount for the previous year sh^l 
continue to apply. 

Subject to the other terms of this Guaranty, the Uability ofthe Guarantor under this 
Guaranty is limited to payment obUgations reqiiired to be made under the Agreement, and except 
as apeoifioaUy pro\idod therein, tho Guarontor shaU not bo liable for or required to pay any 

Note: Maximum ^mount is based on a calculation for the 2013 calendar vear. 

Penn of General (kiat 
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CU.\RANTY ACREEMffi?ff 

consequential or indirect lofio (including but not limited to looo of profito), exemplary damages; 
punitive domagoo, special damages, or any other aimilor domc^es. 

The Guarantor agrees that the Guaranteed ObUgations may at any time and fi-om 
time to time exceed the amoimt of tho UabUitv of tho Giiorontor horeundorMaxiBĵ um Amount 
without impairing the guaranty hereunder or affecting the rights or remedies of the Beneficiary 
hereunder. 

2. Effect of Amendments. The Guarantor agrees that the Beneficiary and the 
ObUgor and the other parties to the Agreement indivj^uallv or together (as ap^|^9able under tl̂ e 
Apreement>. may modify, amend and/or supplement the Agreement ond that tho Bonoficiory^ may 
delay or extend the date on which any payment must be made pursuant to the Agreement or delay 
or extend the date on which any act must be performed by the ObUgor thereimder or any demand 
for payment under the Agreement may be rescinded, or the Uability of any person for any part of 
any payment or any collateral security or other guarantee or right of offset with respect to any 
payment may be renewed, accelerated, compromised, waived, surrendered or released by the 
Beneficiary or any other person, all without notice to or fiirther assent by the Guarantor, who shaU 
remain bound by this Guaranty, notwithstanding any such act by the Beneficiary or any other 
g«=seap^rson and waives any defenses based on the foregomg. 

3. Waiver of Rights. The Guarantor expressly waives notice of acceptance of 
this (juaranty, diligence, presentment, protest, demand for payment or notice of default or 
nonpayment, notice of dishonor and protest and any requirement that at any time any person 
exhaust any right to take any action against Obligor or their assets or any other guarantor or person, 
provided, however, that any failure of Beneficiary to give notice wUl not discharge, alter or 
diminish m any way Guarantor's obUgations under this Guaranty. The (juarantor waives any and 
aU notices ofthe creation, renewal, extension or accrual of any of the Guaranteed ObUgations and 
notice of or' proof of reliance by the Beneficiary upon this Guaranty, and the Gtiaranteed 
ObUgations shaU conclusively be deemed to have been contracted, incurred, renewed, extended, 
amended, or waived in reUance on this Guaranty. The Guarantor waives all defenses based on, and 
this Guaranty shaU be construed as a continuing, absolute and unconditional guaranty of payment 
without regard to, (i) the validity or enforceability ofthe Agreement or any Guaranteed 
ObUgations or any other collateral security, other guarantee or right of set off with respect thereto 
or lack of power or authority of, or change, restructuring or teimination ofthe company existence 
or stmcture of, ObUgor, (ii) any defense, set-off or counterclaim other than those to which the 
Obligor may be entitied to under the Agieement and (iii) suretyship defenses or impairment of 
collateral, in bankruptcy or any other circumstance, except any clakns or defenses of ObUgor 
under the Agreement in respect of payment or performance of its obUg^ons under the Agreement. 

^ 4; Postponement of Subrogation. The Guarantor hereby postpones and 
subordinates in favor ofthe Beneficiary any and all rights which the Guarantor may have to (a) 
assert any claim against the Obligor based on subrogation rights with respect to payments made by 
Guarantor hereunder and (b) any realization on any property of the ObUgor, including 
participation in any marshalling ofthe ObUgor's assets, until all Guaranteed ObUgations have been 
paid in fuU and Obligors rights and obUgations under the Agreement have been terminated. Upon 
payment in full of such Guaranteed ObUgations and termination of the ObUgor's rights and 

4W7^«ttMftO001-02023 Aotive.l3763381.1 ni/01/30niJTiQi«i ditn-i i:i9 
FM 
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obUgations^ lent Beneficiary agrees that (juarantor shaU be subrogated to the 
rights of Beneficiary gainst ObUgor to the extent of (juarantor's payment to Beneficiary. 

5i ^- Reservation of Defenses. \^^ithout limiting the Guomntor'a own 
dofcmses ond righto hereunder. thoThe Guarantor reserves to itself aU rights, setoffs, counterclaims 
and other defenses that the Obligor may have expressly under the Agreement to payment of aU or 
any portion of the Guaranteed ObUgations, except defenses arising from the bankruptcy, 
insolvency, dissolution or Uquidation ofthe ObUgor and other defenses expressly waived in this 
Guaranty, including under Section 2 and Section 3 above. 

^ ^. Settiements Conditional. If any monies paid to the Beneficiary in 
reduction ofthe Guaranteed Obligations ofthe ObUgor imder the Agreement have to be repaid by 
the Beneficiary or any other g^seaperson by virtue of any provision or enactment relating to 
bankruptcy, insolvency or liquidation for the time being in force or otherwise, the liabiUty ofthe 
(juarantor under this Guaranty shall be computed, notwithstanding the termination or revocation 
of this Guaranty, which shall be reinstated and continue to be effective, as if such monies had 
never been paid to the Beneficiary: provided, however, if this Guarantv is replaced bv a ^ul̂ stitut̂  
guarantv pursuant to Section 17(iil this provision shall only be applicable to such ^ubstibit^ 
guaranty apd this Guarantv shall not be reinstated. 

2s ^. Primary Liability ofthe Guarantor. The Guarantor agrees that the 
Beneficiary may enforce this Guaranty without the necessity at any time of resorting to or 
exhausting any other rights or remedies, security or collateral or guarantees. This is a continuing 
Guaranty of payment and not merely of coUection. This Guaranty shall not be affected by any 
change in the relationship between tiie Guarantor and the Obligor. 

§̂  g_ Term of (juarantv. This Guaranty shall remain in fuU force and 
effect until the earUer of (i) such tim&as all the Guaranteed ObUgations have been discharged in 
full or terminated (includjnq anv potential for remstatement pnr̂ iiflnt tn S^ctinn f,\ as confirmed in 
writing by the Beneficiary, or (ii) in accordance with the terms for B^JCTEarlv Termination set 
forth in Section 17 (the "Expiration Date"): provided however, the Guarantor will remain Uablo 
hereunder for (jiiarantood Obligationo that wore outstanding prior to tho Expiration Date and oo set 
forth in Sootion 6.. In tiie event this Guaranty's Expiration Date is determined pursuant to clause 
(i\ or fii) ahftvê  such terminf^^on of this Guaranty shall have the affect of terminatipft ti}e 
Guarant^^d Obligations outstanding or contracted or committed for as nf the time of teymi^atjon, 
provided^ however, that temiination of this Guaranty for anv reason other than pursuant to dai^se 
(î  or (ii) above shall not affect anv Guaranteed Obligations outstanding or contracted or 
committed for at the time of termination, and this Guaranty shall remam m full force an^ effect 
witii respect to such Guaranteed Obligations until finally and inevocablv paid in full. 

2^ 9-. Governing Law. This Guaranty shall be govemed by and constraed 
in accordance with the laws ofthe State of New York. 

10. 40; Expenses. The Guarantor agrees to pay all reasonable out-of-pocket 
expenses (including the reasonable fees and expenses ofthe Beneficiary Î̂ s counsel) relating to the 
enforcem^it of the Beneficiaiy's rights hereunder in the event the Guarantor disputes its 
obUgations imder this Guaranty. All payments under this Section 10 together with any payment of 

419?fti0026(KMK»!-02023-AotivB.13763381.1 01/0i;2013.m633aL j a m 1:19 
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the Guaranteed ObUgations shaU remain subject to the aggregate amoimt limitations set forth in 
Section 1. 

JjL 44^ Submission to Jiuisdiction: Waiver of Jury Trial. The Guarantor 
and the Beneficiary, through acceptance of this Guaranty, submit for any legal action relating to 
this Guaranty or for recognition or enforcement of any judgment in respect thereof, to the 
non-exclusive jurisdiction ofthe courts ofthe State of New Yoric, the courts ofthe United Stated of 
America for the Southem District of New York, and appellate courts fi^m any thereof, and 
consents that any such action may be brought in such courts and waives any objection it may now 
or hereafter have to the venue of any such action in any such court or such action was brought in an 
inconvenient court. The Guarantor and the Beneficiary, through acceptance of this Guaranty, 
waive all rights to trial by jury in any action, proceeding or counterclaun arising or relating to this 
Guaranty. 

12̂  13. 12. ^Representations and Warranties. The Guarantor hereby 
represents and wairants that as ofthe date of tiiis Guaranty: 

(a** (^ it is a coiporation duly organized, vaUdly existing and in 
good standing under the laws ofthe jurisdiction of its incorporation and has the corporate 
power and authority to conduct the business in which it is currently engaged and enter into 
and perform its obUgations under this Guaranty; 

(b) (b) it has the corporate power and authority and the legal right to 
execute and deliver, and to perform its obUgations under, this (juaranty, and has taken aU 
necessary corporate action to authorize its execution, delivery and performance of this 
Guaranty; 

M («)" ^ ^ Guaranty constitutes a legal, valid and binding 
obligation ofthe Guarantor enforceable in accordance with its terms, except as affected by 
bankruptcy, insolvency, firaudulent conveyance, reorganization, moratorium and other 
similar laws relating to or affecting the enforcement of Beneficiaiy's rights generally and 
general equitable principles; 

( ^ (4^ the execution, delivery and performance of this Guaranty 
will not violate any provision of any requirement of law or contractual obUgation of the 
Guarantor (except to the extent that any such violation would not reasonably be expected to 
have a material adverse effect on the Guarantor's abiUty to perform this Guaranty); 

(6\ (^ no consent or autiiorization of, fiUng with, or other act by or 
in respect ol̂  any arbitrator or governmental authority and no consent of any other person 
(including, without limitation, any stockholder or creditor ofthe Guarantor) is required in 
connection with the execution, delivery, performance, vaUdity or enforceabUity of this 
Guaranty, other than any which have been obtained or made prior to the date hereof and 
remain in fuU force and effect; and 

419?03002«)Q.0001-02023-Activo. 137633S1,1 -»4^M«0»a3a32SL_ =^mi:» 
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GUARANTY AGREEMENT 

1^ ^ no Utigation, investigation or proceeding of or before any 
arbitrator or governmental authority is pending or, to the knowledge of the Guarantor, 
threatened by or against the Guarantor relating to this Guaranty or that would have a 
material adverse effect on the Guarantor's ability to perform this GuarantVr-: and 

i ^ Guarantor has long-term senior unsecured non-credit enhanced debt 
having at least a BBB- rating from Standard & Poor's Rating Services, a division of The 
Mc(jraw Hill Companies, hic. ("S&P"^. and at least a rating of Baa3 from Moody's 
^^vestors Service. Inc. ("Moody's'"). 

13. -tS-: Entire Agreement: Amendments. This Guaranty integrates d l of the 
terms and conditions mentioned herein or mcidental hereto and supersedes all oral negotiations 
and prior writings in respect to the subject matter hereof. This Guaranty may only be amended or 
modified by an instrument in writing signed by each ofthe Guarantor and the Beneficiaiy, 

14. 44: Headings. The headings ofthe various Sections of this Guaranty are 
for convenience of reference only and shaU not modify, define or limit any of the terms or 
provisions hereof. 

j j ^ 45i No TTiird-Partv Beneficiary. This (juaranty is given by the 
Guarantor solely for the benefit ofthe Beneficiary and its successors, transferees and assigns, and 
is not to be relied upon by any other person or entity other than any Senior Agent (as defined 
below). 

16. 44: Assignment The Guarantor may not assign its rights or obligations 
under this Guaranty without the prior written consent ofthe Beneficiary (which consent may not 
be unreasonably withheld or delayed) and ^^ve^9h administrative agent for any lenders or 
noteholders under senior credit faciUties and other, senior debt of the Beneficiary (each a "Senior • 
Agent"). Any purported assignment in violation of this Section 16 shaU be void and without 
effect^ 

17. 4^1 Early Termination. TbeThis Guaranty shall terminate (iHen (10) 
days after receipt by the Beneficiary of fi^easonablv satisfactory written evidence from the 
Guarantor notifying the Beneficiaiy that the Obligor's long-term senior unsecured non-H^redit 
enhanced debt has an invoGtment gmdeat least a BBB- rating bv oaoh offrom S&P and at leasts 
rating of Baa3 from Moody's: or (u) immediately, upon the replacement of tbe Guaranty-4s 
replaced by substitute security in an amount and in form and substance reasonably acceptable to 
the Beneficiary and anvthe Senior Agrait 

4^: Notices. Any communication, demand or notice to be given 
hereunder wiU be duly given when deUvered in writing or sent by facsimile to the Guarantor or to 
the Beneficiary, as appUcable, at its address as indicated below: 

If to the Guarantor, at: 

-Note: Sponsors and OVEC to consider any additiooal-fastrictiwB-wifli respect toan assigimwit of Ae-equity oiP^e Obligor to o 
third-par^.-

4W?^0026(KM)«)1-02023 Aottve. 13763381.1 01/01/30131 :̂ 7f̂ ^̂ » iJ\fi'\ 1:19 
PM 
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GUARANTY AGREEMENT 

With a copy to: 

If to the Beneficiary, at: 

OhJQ Valley Electric Corporation 
3932 U.S. Route 23 
Piketon. Ohio 45661 
Facsimile: (740^289-7284 
Attn: Treasurer 

Ohio Valley Electric Corporation 
1 Riverside Plaza 
Cojufflbus> Qlw 
Facsimile: (614^16-6494 
Atta: Vice President and Chief Qperatii 

[ADDRESSl 
or such other address as the Guarantor or the Beneficiary shaU from time to time specify. Notice 
shall be deemed given (a) when received, as evidenced by signed receipt, if sent by hand deUvery, 
overnight courier or registered mail {or (b) \vben received, as evidenced by transmission 
confirmation report, if sent by facsimile and received on or before 4 pm local time of recipient, or 
(c) the next business day, as evidenced by transmission confirmation report, if sent by facsimile 
and received after 4 pm local time of recipientj. 

4W?^002«)<V0001-02023Aotivo.l3763381-l 
PM 
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IN W r n ^ S S WHEREOF, tiie Guarantor has executed this Guaranty as ofthe 
day and year first above written. 

By: 
Name: 
Title: 

fiOM^ift^t.OMa-137«il^V i^T/IIITOPM 
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Exhibit Â  - Annual Calculation of Maximum Amount (Including calculation as ofthe date of 
the Guarantv until reset in accordance with Section 1 thereofi 

$ 1 •596.486.240 

n OO.QOO.QOQ 

% 732.084.000 

Beneficiaries' aggregate, consolidated long-term det^tas of December 31st 
of ttie preytpiJS calendar vear. 

Beneficiary's reasonably expected additional long-tenn "debt for the current 
calendar vear based onvBenefieiaries' long-term forecast: 

Qeneficiaries' aggregate, consolidated-sHort-term debt as of DecemBer 31st 
of ;the-Drevious^'calepdar year (including all^^mo^ts available under 
revoiying-creait dr similar-facilities! whether currentlydraiXffi or not). 

Benefjciarv's- reasonably expected ^addifjonal shprt-tef^n debt- for the 
cun-ent calendar vear based-ori Beneficiaries' ,lopg-termrforec'ast. ' . 

An amount equal to twelve (12*̂  times the average monthly billable cost^ of 
th^ Beneficiary for ^he current calendar vear.-as approved'iT^^eh^ficiary's 
current budget for such period (or if not vet approved, based-bri-110% ofthe 
last approved annual budget}. 

Oblifror*s i n r r ( ^ J j ii| III! thove subtotal b^s^d on- its "Power 
Parricipatrdn Ratio" (as defined in the A^reiement^ as of January 1st of 
t h e ? ^ r i ^ t yea r. 

ijmv \̂-vi6fatn i n m f:^qPM 
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Proposed Consent Agreements: The Guaranty would be entered into in connection 
witii documents consenting to the assignment of tiie interests bv th^ applicable Sponsoripg 
Company under the Inter-Companv Power Agreement ("ICPA'') to the identified new Sponsoring 
Company. Consent to such assignment would be necessary from each of tiie otiier Sponsoring 
Companies under tiie ICPA. and fi-nt^ th .̂ f^^inistrative agent for anv lenders or noteholders 
under OVEC's senior credit facilities and other senior debt. For (Uscussion purposes and based on 
preliminary feedback from some ofthe Sponsoring Compaiues. below is an outiine of die basic 
terms of a proposed consent agreement. 

Exhibit A Puke E n c ^ ; .Corporation guaranty 
cnl'duintion 

SAMMMM^ k o n g ^ t i debt.Qs of 12/31/12 

^^aMMMCi lerm^ebt^ 

- i g a g o ^ ^ Six^moHth's of OVECobillable'costG-

Note: Calculation to be rosot annually based on ourrent year's approved budget 
L Consent to Assignment. The applicable parties would 

proposed assignment and the fomi of tiie relevant documents to be executed as of tiie effective date 
ofthe assignment. A separate consent (oq substantially tiie same form) would be used among each 
nf the j^ponso^ng Companies proposing to assign its interests and the otiier Sponsoring 
Companies, as well as a separate consent from each applicable administrative agent for each such 
proposed assignment (on forms agreed witii each such agentl The consent agreements would 
specify the parties to the assi^ment and tiie guarantor, as well as the agreed form of tiie guaranty 
and tiie assignment and assumption agreement The consent agreeqient^ would acknowledge tiiat 
upon tiie permitted assignment, tiie assigning entity would no longer be liable under tiie ICPA (and 
the assignee entity would assume all such liabUities'}. The consent agreements would be effective, 
subject to anv necessary regulatory approvals, immediately upon execution bv all parties: 
provided tiiat. ifthe proposed assignment is not consummated bv an agreed outside date, the 
consent would automatically expire. 

^ Note: Subject to the scone ofthe proposed consent and further discussion, it is likely tfiaf 
the consent agreement among all of tiie Sponsoring Companies could be considered a 
technical amendment to the ICPA. and thus it would be advisable to obtain FERC approval 
for the applicable portions thereof. OVEC is revieyyinp the need for anv other regulatpry 
approvals, including from state commissions in Kentucky and Virginia (who have 
approved recent material amendments to the ICPAV 

no-JimUWfH 4K073.13763381 4/1/13 1-19 PM 
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2. Effect of Default under Guaranty or Replacement Credit Support. If tiiere 
exists an uncured default under or with respect to tiie Guaranty (or anv replacement credit support, 
as discussed helowl tiien such default would be considered a "Payment Default" of tiie applicable 
Sponsoring Company pursuant to Section 11.01 of tiie ICPA. and (unless and until cured) OVEC 
would be abl? to exercise all available remedies at law or in eouitv. including (witiiout limitation-^ 
suspension of service to tiie defauhing Sponsoring Company under tiie ICPA. In addition. OVEC 
sfaaU be entitled to make a claim under tiie credit support tiien in effect for all damages relating to 
such default and anv other costs, indemnities and expenses incurred or owing in connection witl^ 
such default apd tiie exercise of such remedies. The applicable events of default (and cure periods. 
if any) with respect to the Guarantv (or replacement security-^ would be as foUows: 

M any representation or warranty made bv the entity issuing the 
Guaranty (or replacement credit support) was false or misleading in anv material respect 
whep made or deemed n^ade or repeated (and such breach is not remedied witiiin thirty (30) 
davs after receipt of notice tiiereof from OVEC): 

tiie failure of tiie eqtitv issuing tiie Guaranty (or replacement credit 
siinnnrt) to make anv payment required or to perform any otiier material covenant o^ 
obljgafan under tiie applicable credit simport agreement (and such failure is not remedied 
wî f̂ lfl three (3) business davs after written notice tiiereof from OVEC): 

tiie Guaranty (or renlact support) fi) 
files a petition or otiierwise commences, autiiorizes or acquiesces in the commencement of 
a proceeding or cause of action under anv bankruptcy, insolvency. rf̂ nTganiVatjnp nr 
<i}m\̂ x ^aw. or has anv such petition filed or commenced against it. (ii) makes an 
assignment or anv general arrangement for tiie benefit of creditors, (iii) otiierwise b^c^mef; 
bankrupt or insolvent (however evidenced), (iv) has a liquidator, administrator, receiver-
trustee, conservator or similar official appointed vwth respect to it or anv substantial 
portion of its property or assets, or (v) is generally unable to nav its debts as tiiev becom^ 

lei 

£ ^ the Guaranty (or replacement credit support) fails to be in full foyce 
and effect (other than in accordance wifli its terms) in anv material respect, including 
(without Umitation. m an amount equal to the then-current Maximum Amount) prior to the 
termination or expkation of all ofthe applicable Sponsoring Company's obUgations under 
the rCPA (the "Permitted ExpJrv"): 

£ ^ tiie entity issuing the Cjuarantv (or replacement credit support) 
repudiates, disaffirms, disclaims, or rejects, in whole or in part or challenge the validity of 
the applicable credit support agreement: or 

( ^ with respect to a letter of credit issued as a replacement credit 
suppo^ (as described below), (i) if tiie letter of credit has an expiration da f̂i earlier t^an the 
Permitted Expu^. a substimte letter of credit (satisfying all of flie appUcable reouirements 
for a replacement credit support), which may include an amendment to tiie then-current 
letter of credit in the required amount and witii an expiration date tiiat is at least one vear 
after the exi of tiie then-current letter of credit is not delivered to OVEC at least 

mi fM^^ } -o?9^^1 ̂ •̂ '̂ •̂ ^J" 4/1/1^ T-T)y^ 



fflGHLY CONFTOENTLVL PROPRIETARY TRADE SECRET 
Produced for pnrposes of PUCO Case Nos. 14.841-EL-SSO, 

14-842-EL-ATA only 

PUCO Case Nos. 14-841,14-842 
RESA-POD 04-008 (a) Attach-Highly Cont 

Page 17 of 31 

thirty (30) davs prior to tiie expiration date of tiie tiien-current letter of credit and a 
replacement credit support (satisfying all of tiie applicable requirements for a replacement 
credit support) is not delivered to OVEC prior to such 30-day period: or (B) if. at anv time 
prior to tiie Permitted Exoirv. tiie letter of credit issuer is no longer an "Acceptable Letter 
of Credit Provider" (as set fortii below) or is subject to a bankniPtcv or msolvencv event 
and a replacement credit support (satisfying aU of tiie applicable requireipents for a 
replacement credit support) is not deUvered to OVEC witiiin 10 days after such event: 
provided that. OVEC shall be permitted to draw on the applicable letter of credit to the 
extent not replaced as described above and hold the cash proceeds fit>m anv draw, and in 
sucl? event such cash shall satisfy, in whole or in part, tiie requirement of repjapQpî pt 
credit support until replaced as provided below. 

As noted above, upon an uncured default as described above vritii respect to a letter of credit̂  the 
entire available amount of such letter of credit mav be drawn bv OVEC and used as replacement 
credit support witiiout lunitation or duplication of anv otiier rights or remedies tiiat mav be 
available to it. with tiie right to draw upon such cash security denpsit in accordance with the tenuis 
hereof at anv time prior to the Permitted Expu^ to tiie same extent that the letter of credit could 
have been drawn upon had it remained in force and effect (and assuming tiiat tiie exphation date of 
tile letter of credit was tiie Permitted Exoirv): provided tiiat if subseoueqt to ^uch draw down of a 
cash security deposit from tiie letter of credit tiie applicable Sponsormg Company provides a 
replacement credit support (satisfi^ing all ofthe applicable requirements for a replacement credit 
support). OVEC shall retum to tiie applicable Sponsoring Company (or its designee) a sum of cash 
equal to (i) tiie amount ofthe cash security deposit obtamed as a result of such draw down, minus 
(ii) the aggregate amount of anv and all drawings made bv OVEC on such cash security deposit as 
permitted hereunder, including for reimbursement of covered out-of-nocket exnei 
connection with enforcement actions. In connection wjth the foregoing. 

to keep anv cash security deposit in a separate interest bearing account and, shall titled to 
use, possess, invest commingle, assign, sell, or pledge siich cash security deposit for ar 
other tiian dravying upon such cash security deposit in accordance witii tiie terms hereof, and any 
interest on such cash security deposit shaU be tiie sole property of OVEC and shall be payable bv 
OVEC to the applicable Sponsoring Company (or its designee) on the date, if anv. on which the 
cash security deposit is required to be returned in full to such Sponsoring Company (or its 
designee) hereunder. 

Is Replacement Credit Support. At anv time, the applicable Sponsoring 
Company is permitted to replace tiie Guaranty (or otiier replacement credit support tiien in effect) 
witii otiier acceptable, replacement credit support as follows: 

£^ a c^uaranty, in form and substance substantially similar to thq 
Guaranty or otiierwise satisfactory to OVEC and each administrative agent for anv of 
OVEC's lenders or noteholders under senior credit facilities and otiier senior debt, issued 
bv an affiliate of the applicable Sponsoring Company witii long-term senior unsecured 
non-credit enhanced debt havmq at least a BBB- rating from S&P and at least a ratinp of 
Baa3 from Moody's (or. if not then rated bv botii such rating agencies, having tiie requisite 
rating one of such agencies): 

m7jmjm^-cei(&^.m(i-i^ni 4/l/l31igPM 
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CQuntersforPtesei 
SlObiUionandO) 

an irrevocable, standby letter of credit (x) issued by a m^jor U.j^. 
bank or tl^^ IJ.S. bf^nch office of a foreign bank, which, m either case^ (1) ha.s 

the City f*f ̂ e w Yoric (2) an asset base of at leasf 
non-credit eniianced debt raring (or^ jf 

it does not have rated debt an issuer rating) of at l^ast A- from S&P and at leas^ A3 froni^ 
Moodv> (an "Acceptable I^etter of Credit Provider"), and (v) in a form reasonably 

?nd each adminisft-ative agent for anv of OVEC's lenders gr 
lior credjt facilities and otiier sepiof debt including tiie following; 

terms: (A) tiie amount of tf̂ e letter of credit must be at least the amoupt of th^ 
maximum liability can under the Guarantv and subject to tiie san^^ appu^] 

adjustments (or timelv replacement or supplement (which mav be an amendment to tii^ 
stated amount of such letter gf credit) witii a substantially similar letter of credit in such 
a4ju^ed amount): (B) such letter of credit names OVpq as the ^ i 
drawmgs under the letter of credit are permitted upon a signed statepient 
tiie bent^ficiarv of tiie letter of credit tiial tiie amom^t of dravying is owed to the benefici^y 
pursuant to tiie IC P̂Af (D) tiie appUcable Sponsoring Copmanv's agreement to oav all 
reasonable out-of-POcket expanses (Including the reasonable fees and expenses of QV^C's 
counsel) relating to the enforcement of OVEC's rjghts under the letter of credit: (E) tiie 
applicable Sponsoring Company shaU not have anv reimbursement obligations undey such 
letter of credit: (F) tiie letter of credit shall provide tiiat the beneficiary mav draw ti^e iiiH 
amoimt ofthe letter of credit ifthe issuer is no longer an Acceptable Lettey of Credi^ 
Provider, subject to anv cure ri^ts; an4 (G) the lette^ of credit requires the issuer th^?Qf to 
provide at least 60 davs' notice to OVEC of the renewal or non-renewal tiiereof and 
provides that tiie beneficiary mav draw the full amount of 1 
cfedit is not repewed o^ extended: or 

acceptable to OVEC and with tiie prior written consent (in its sole discretion) of e^h 
administa^tive agent for any of OVEC's lenders or noteholders under senior cre4i^ 
faciUties and 

Upon any such replacement the oblit le applicable Sponsoi covered by 
such credit support (including with r e s n ^ to prior periods and including all enforcement and 
otiier expenses relatmg to anv replaced credit support) shall be assumed m fiill under such 
replacement credit support agreement and the former credit support at 

0O3fi0Q.Q0fH .8?(m.l 37fi3nn 4/1/13 MqPM 
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GUARANTY AGREEMENT 

THIS G U A R A N T ^ g r a ^ | ^ T ( g i s * J G u ^ n t 5 ^ ' ) , dated as of [date], 2013. 
issued and deUvered by | H | | H B | | | ^ H | ^ ^ ^ ^ ^ ^ ^ ^ 1 ^ ^ ^ ^ corporation (the 

"Guarantor^'), for the account o n f ^ H H H H H H l H H H H a Delaware lunited liabUity 
company (the "Obligor"), and for the benefit of Ohio Valley Electric Corporation, an Ohio 
corporation (the "Beneficiary"). 

Bacl^roand Statement 

WHEREAS, the Obligor proposed to and has become a party by assignment to 
that certain Amended and Restated Inter-Company Power Agreement dated as of September 10, 
2010 with the Beneficiaiy and the other parties thereto (as amended, supplemented or otherwise 
modified fi:om time to time, the "Agreement"): and 

WHEREAS, Beneficiary required that the Obligor deliver to the Beneficiary this 
Guaranty as a condition to and inducement to Beneficiary to consent to the ObUgor becoming a 
party to the Agreement with the Beneficiary. 

Agreement 

NOW, THEREFORE, in consideration ofthe foregoing and for good and valuable 
consideration received, the Guarantor hereby agrees as follows: 

1, Guarantv: Limitation of Liabilitv. The Guarantor hereby absolutely and 
unconditionally guarantees to the Beneficiary, with effect firom the date of the Agreement, the 
timely payment of the ObUgor's payment obligations under the Agreement, as or when such 
amounts become due and payable, whether at tiien* scheduled due dates, upon acceleration or 
otherwise (the "Guaranteed Obligations"), and agrees to pay any Guaranteed Obligations vrithin 
three (3) business days of demand by Beneficiaiy; provided, however, that the Guarantor's 
^gregate liabUity hereunder shall npt exceed the maximum amount, calculated on an annual 
basis by the Beneficiary, in accordance with the formula provided in Exhibit A hereto and 
incorporated herein (the "Maximum Amounf *). As ofthe date of this Guaranty, such Maximum 
Amount is U.S. ^ H H J ^ H l l H a s ealculated as shown on Exhibit A.̂  On or before January 
31st of each subsequent calendar year (commencmg with calendar year 2014), the Beneficiary 
shaU calculate the appUcable amount for the then-current calend^ year in accordance witii 
Exhibit A and based on the Beneficiary's records and provide notice thereof to the Guarantor; 
provided that until the determination and notice to the Guarantor ofthe new Maximum Amount, 
the appUcable Maximum Amount for the previous year shall continue to apply. 

Subject to the other terms of this Guaranty, the liabiUty of the Guarantor under 
this Guaranty is limited to payment obUgations required to be made under the Agreement. 

Note: Maximum Amount is based on a calculation for the 2013 calendar year. 

00260O-O00]'O2O2a-137633Sl 9/29/141:45 PM 
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The Guarantor agrees that the Guaranteed Obligations may at any time and fi-om 
time to time exceed the Maximum Amount witiiout impairing the guaranty hereunder or 
affecting the rights or remedies ofthe Beneficiary hereunder. 

2. Effect of Amendments. The Guarantor agrees that the Beneficiary and the 
Obligor and the other parties to tiie Agreement, individuaUy or together (as ^pUcable under the 
Agreement), may modify, amend and/or supplement the Agreement, may delay or extend the 
date on which any payment must be made pursuant to the Agreement or delay or extend the date 
on which any act must be performed by the ObUgor thereunder or any demand for payment 
under the Agreement may be rescinded, or the UabiUty of any person for any part of any payment 
or any coUateral security or other guarantee or right of offset with respect to any payment may be 
renewed, accelerated, compromised, waived, surrendered or released by the Beneficiary or any 
other person, aU without notice to or fiuther assent by the Guarantor, who shaU remam bound by 
this Guaranty, notwithstanding any such act by the Beneficiary or any other person and waives 
any defenses based on the foregoing. 

3. Waiver of Rights. The Guarantor expressly waives notice of acceptance 
of this Guaranty, diligence, presentment, protest, demand for payment or notice of default or 
nonpayment, notice of dishonor and protest and any reqmrement that at any time any person 
exhaust any right to take any action against Obligor or their assets or any other guarantor or 
person, provided, however, that any failure of Beneficiary to give notice will not discharge, alter 
or diminish in any way Guarantor's obligations under this Guaranty. The Guarantor waives any 
and aU notices of the creation, renewal, extension or accrual of any of the Guaranteed 
Obligations and notice of or proof of reliance by the Beneficiary upon tiiis Guaranty, and the 
Guaranteed ObUgations shaU conclusively be deemed to have been contracted, incurred, 
renewed, extended, amended, or waived in reUance on this Guaranty. The Guarantor waives all 
defenses based on, and this Guaranty shaU be construed as a continuing, absolute and 
unconditional guarah£y of payment without regard to, (i) the vaUdity or enforceability of the 
Agreement or any Guaranteed Obligations or any other coUateral security, other guarantee or 
right of set off with respect thereto or lack of power or authority of, or change, restructuring or 
teimination of the company existence or structure of, ObUgor, (u) any defense, set-off or 
counterclaim other than those to which the ObUgor may be entitied to under the Agreement and 
(ui) suretyship defenses or impairment of collateral, in bankruptcy or any other circumstance, 
except any claims or defenses of Obligor under the Agreement m respect of payment or 
performance of its obligations under the Agreement. 

4. Postponement of Subrogation. The Guarantor hereby postpones and 
subordinates in favor of the Beneficiary any and all rights which the Guarantor may have to (a) 
assert any claim against the ObUgor based on subrogation rights with respect to payments made 
by Guarantor hereunder and (b) any realization on any property of the Obligor, including 
participation in any marshalling of the ObUgor's assets, until aU Guaranteed ObUgations have 
been paid m fitil and Obligors rights and obUgations under the Agreement have been terminated. 
Upon payment in fiill of such Guaranteed Obligations and tennination ofthe Obligor's rights and 
obligations under the Agreement, Beneficiary agrees that Guarantor shall be subrogated to the 
rights of Beneficiary against ObUgor to the extent of Guarantor's payment to Beneficiary. 

002600-0001.02023-I376338I 9J29/14 1:45 PM 
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5. Reservation of Defenses. The Guarantor reserves to itself aU rights, 
setoffs, counterclaims and other defenses that the ObUgor may have expressly under the 
Agreement to payment of aU or any portion of the Guaranteed ObUgations, except defenses 
arising firom the bankruptcy, msolvency, dissolution or liquidation of the ObUgor and other 
defenses expressly waived in this Guaranty, including under Section 2 and Section 3 above. 

6. Settiements Conditional. If any monies paid to the Beneficiary in 
reduction of the Guaranteed Obligations of the ObUgor under the Agreement have to be repaid 
by the Beneficiary or any other person by virtue of any provision or enactment relating to 
bankruptcy, insolvency or liquidation for the time being m force or otherwise; the Uability ofthe 
Guarantor under this Guaranty shall be computed, notwithstanding the termination or revocation 
of this Guaranty, which shaU be reinstated and continue to be effective, as if such monies had 
never been paid to the Beneficiary; provided, however, if this Guaranty is replaced by a 
substitute guaranty pursuant to Section 17(ii), this provision shaU oitiy be ^pUcable to such 
substitute guaranty and this Guaranty shall not be remstated. 

7. Primary Liability of the Guarantor. The Guarantor agrees that the 
Beneficiary may enforce this Guaranty without the necessity at any time of resortmg to or 
exhausting any other rights or remedies, security or collateral or guarantees. This is a continuing 
Guaranty of payment and not merely of collection. This Guaranty shall not be affected by any 
change in the relationship between the Guarantor and the ObUgor. 

8. Term of Guarantv. This Guaranty shall remain in fiill force and effect 
until the earUer of (i) such time as all the Guaranteed ObUgations have been discharged in full or 
terminated (including any potential for reinstatement pitfsuant to Section 6), as confirmed in 
writing by the Beneficiary, or (ii) in accordance with the terms for Early Termination set forth m 
Section 17 (the "Expiration Date"). In the event this Guaranty's Expiration Date is determined 
pursuant to clause (i) or (ii) above, such termination of this Guaranty shall have the affect of 
temimating the Guaranteed ObUgations outstanding or contracted or committed for as ofthe time 
of temiination, provided, however, that termination of this Guaranty for any reason otiier than 
pursuant to clause (i) or (u) above shaU not affect any Guaranteed ObUgations outstanding or 
contracted or committed for at the time of termination, and this Guaranty shaU remain in fiiU 
force and effect witii respect to such Guaranteed ObUgations until finaUy and irrevocably paid in 
fitil. 

9. Governing Law. This Guaranty shall be govemed by and constmed in 
accordance with the laws ofthe State of New York. 

10. Expenses. The Guarantor agrees to pay aU reasonable out-of-pocket 
expenses (including the reasonable fees and expenses of the Beneficiary's counsel) relating to 
the enforcement of the Beneficiary's rights hereunder in the event the Guarantor disputes its 
obUgations under this Guaranty. AJl payments under this Section 10 together yvith any payment 
ofthe Guaranteed ObUgations shall remain subject to the aggregate amount limitations set forth 
in Section 1. 

11. Submission to Jurisdictiom Waiver of Jury Trial. The Guarantor and the 
Beneficiary, through acceptance of this Guaranty, submit for any legal action relating to this 

002«X>-000].OZ023-13763381 9/29/141:45 FM 
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Guaranty or for recognition or enforcement of any judgment in respect thereof, to the non­
exclusive jurisdiction ofthe courts ofthe State of New York, the courts ofthe United Stated of 
America for the Southem District of New York, and appellate courts fiom any thereof, and 
consents that any such action may be brought in such courts and waives any objection it may 
now or hereafter have to the venue of any such action in any such court or such action was 
brought in an inconvenient court The Guarantor and the Beneficiary, through acceptance of this 
Guaranty, waive all rights to trial by jury in any action, proceeding or counterclaim arising or 
relating to this Guaranty. 

12. Representations and Warranties. The Guarantor hereby represents and 
warrants that, as ofthe date of this Guaranty: 

(a) it is a corporation duly organized, vaUdly existing and in good 
standing under tiie laws of the jurisdiction of its incorporation and has the corporate 
power and autiiority to conduct the business in which it is currentiy engaged and enter 
into and perform its obligations under this Guaranty; 

(b) it has tiie corporate power and authority and the legal right to 
execute and deUver, and to perform its obligations under, this Guaranty, and has taken all 
necessary corporate action to authorize its execution, delivery and performance of this 
Guaranty; 

(c) this Guaranty constitutes a legal, valid and binding obUgation of 
the Guarantor enforceable in accordance with its terms, except as affected by bankmptcy, 
insolvency, fiaudulent conveyance, reorganization, moratorium and other sinular laws 
relating to or affecting the enforcement of Beneficiary's rights generally and general 
equitable principles; 

(d) the execution, deUveiy and performance of this Guaranty wiU not 
violate any provision of any requirement of law or contractual obUgation of the 
Guarantor (except to the extent that any such violation would not reasonably be expected 
to have a material adverse effect on the Guarantor's abiUty to perform this Guaranty); 

(e) no consent or authorization of, filing with, or other act by or in. 
respect of, any arbitrator or governmental autiiority and no consent of any other person 
(including, without limitation, any stockholder or creditor ofthe Guarantor) is required in 
connection with the execution, delivery, performance, vaUdity or enforceability of this 
Guaranty, other than any which have been obtained or made prior to the date hereof and 
remam in fitil force and effect; 

(f) no litigation, investigation or proceeding of or before any arbitrator 
or governmental authority is pending or, to the knowledge of the Guarantor, threatened 
by or against the Guarantor relating to this Guaranty or that would have a material 
adverse effect on the Guarantor's ability to perform this Guaranty; and 

(g) Guarantor has long-term senior unsecured non-credit enhanced 
debt having at least a BBB- rating firom Standard & Poor's Rating Services, a division of 

0O260(MI00I.O2O23-i376338I 9/29/141:45 PM 
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The McGraw HUl Companies, Inc. ("S&P"), and at least a rating of Baa3 fi^m Moody's 
Investors Service, Inc. ("Moody's"). 

13. Entire Agreement: Amendments. This Guaranty mtegratesaU ofthe terms 
and conditions mentioned herein or incidental hereto and supersedes all oral negotiations and 
prior writings in respect to the subject matter hereof. This Guaranty may only be amended or 
modified by an instrument in writing signed by each ofthe Guarantor and tiie Beneficiary. 

14. Headings. The headings of the various Sections of this Guaranty are for 
convenience of reference only and shall not modify, define or lunit any of the terms or 
provisions hereof. 

15. No Third-Party Beneficiary. This Guaranty is given by the Guarantor 
solely for the benefit ofthe Beneficiary and its successors, transferees and assigns, and is not to 
be reUed iq)on by any other person or entity otiier than any Senior Agent (as defined below). 

16. Assignment. The Guarantor may not assign its rights or obUgations under 
tiiis Guaranty yvithout the prior written consent of the Beneficiary (which consent may not be 
imreasonably withheld or delayed) and each administrative agent for any lenders or noteholders 
under senior credit faciUties and other senior debt of the Beneficiary (each a "Senior Agent"). 
Any purported assignment m violation of this Section 16 shall be void and without effect 

17. Early Termination. This Guaranty shall terminate (i) ten (10) days after 
receipt by the Beneficiary of reasonably satisfactory written evidence firom the Guarantor 
notifying the Beneficiary that the Obligor's long-term senior unsecured non-credit enhanced debt 
has at least a BBB- rating fix)m S&P and at least a rating of Baa3 from Moody's; or (ii) 
immediately, upon tiie replacement of the Guaranty by substitute security in an amount and in 
fc^-and substance reasonably acc^table to the Beneficiary and the Senior Agent. 

18. Notices. Any communication, demand or notice to be given hereunder 
wiU be duly given when delivered in writing or sent by facsunile to the Guarantor or to the 
Beneficiary, as applicable, at its address as md^cated below: 

If to the Guarantor, at: 

With a copy to: 
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If to the Beneficiary, at: 

Ohio Valley Electric Corporation 
3932 U.S. Route 23 
Piketon, Ohio 45661 
Facsimile: (740)289-7284 
Atto: Treasurer 

With a copy to: 

Ohio Valley Electric Corporation 
1 Riverside Plaza 
Columbus, Oho 
Facsimile: (614) 716-6494 
Attn: Vice President and Chief Operating Officer 

or such other address as the Guarantor or the Beneficiary shall fi*om time to time specify. Notice 
shall be deemed given (a) when received, as evidenced by signed receipt, if sent by hand 
deUvery, overnight courier or registered mail or (b) when received, as evidenced by transmission 
confirmation report, ff sent by facsimile and received on or before 4 pm local time of recipient, 
or (c) the next business day, as evidenced by transmission confirmation report, if sent by 
facsimile and received after 4 pm local time of recipient. 
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IN WITNESS WHEREOF, tiie Guarantor has executed tins Guaranty as of the 
day and year first aboye written. 

By: 
Name: 
Title: 
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Exhibit A - Annual Calculation of Maximom Amount (Including calculation as of the date 
of the Guaranty until reset in accordance with Section 1 thereof) 

$ 1,596,486,240 Beneficiaries' aggregate, consoUdated long-term debt as of December 31st 
ofthe previous calendar year. 

$ 0 Beneficiary's reasonably expected additional long-term debt for the 
current calendar year based on Beneficiaries' long-term forecast. 

$ 300,000,000 Beneficiaries' aggregate, consolidated short-term debt as of December 
31st ofthe previous calendar year (including all amounts available under 
revolving credit or similar facilities, whether currentiy drawn or not). 

$ 0 Beneficiary's reasonably expected additional short-term debt for the 
current calendar year based on Beneficiaries' long-term forecast 

$ 732,084,000 An amount equal to twelve (12) times the average monthly biUable costs 
of the Beneficiary for the current calendar year, as approved in 
Beneficiary's current budget for such period (or if not yet approved, based 
on 110% ofthe last approved annual budget). 

$ 2.628.570.240 Subtotal 

$ ^ ^ ^ ^ ^ ^ H Obligor's share l l H o f the above subtotal based on its ''Power 
participation Rano'^as defined in the Agreement) as of January 1st 
of the current year. 
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Proposed Consent Agreements: The Guaranty would be entered into in 
connection with documents consenting to the assigmnent of the interests by the applicable 
Sponsoring Company under the Inter-Company Power Agreement ("ICPA'*) to the identified 
new Sponsoring Company. Consent to such assignment would be necessary firom each of the 
otiier Sponsoring Companies under the ICPA, and fiom the administrative agent for any lenders 
or noteholders under OVEC's senior credit faciUties and other senior debt. For discussion 
purposes and based on preliminary feedback firom some ofthe Sponsoring Companies, below is 
an outline ofthe basic terms of a proposed consent agreement. 

1. Consent to AssifFnment. The appUcable parties would consent to the 
proposed assignment and the form ofthe relevant documents to be executed as ofthe effective 
date of the assignment A separate consent (on substantially the same form) would be used 
among each of the Sponsoring Companies proposing to assign its interests and the other 
Sponsoring Companies, as weU as a separate consent fiom each appUcable administrative agent 
for each such proposed assignment (on forms agreed with each such agent). The consent 
agreements would specify the parties to the assignment and the guarantor, as weU as the agreed 
form of the guaranty and the assignment and assumption ^eement. The consent agreements 
would acknowledge that upon the permitted assignment, the assigning entity would no longer be 
liable under the ICPA (and the assignee entity would assume aU such liabiiities). The consent 
agreements would be effective, subject to any necessary regulatory ^provals, immediately 
upon executioiL by aU parties; provided that, ifthe proposed assignment is not consummated by 
an agreed outside date, the consent would automatically expire. 

2. Effect of Default under Guaranty or Replacement Credit Support. If there 
exists an uncured default under or with respect to the Guaranty (or any replacement credit 
support, as discussed below), then such default would be considered a "Payment Default" ofthe 
applicable Sponsoring Company pursuant to Section 11.01 of the ICPA, and (unless and until 
cured) OVEC would be able to exercise aU available remedies at law or in equity, including' 
(without limitation) suspension of service to the defaulting Sponsoring Company under the 
ICPA. In addition, OVEC shaU be entitied to make a claim imder the credit support then in 
effect for all damages relating to such default and any other costs, indemnities and expenses 
incurred or owing in connection with such default and the exercise of such remedies. The 
appUcable events of default (and cure periods, if any) with respect to the Guaranty (or 
replacement security) would be as foUows: 

(a) any representation or warranty made by the entity issuing the 
Guaranty (or replacement credit si^)port) was false or misleading in any material respect 
when made or deemed made or repeated (and such breach is not remedied witiiin thirty 
(30) days after receipt of notice thereof firom OVEC); 

Note: Subject to the scope ofthe proposed consent and fiffther disciission, it is likely that 
the consent agreement among aU of the Sponsoring Companies could be considered a 
technical amendment to the ICPA, and thus it would be advisable to obtaux FERC 
approval for the ^>pUcable portions thereof. OVEC is reviewing the need for any other 
regulatory approvals, inducting firom state commissions in Kentucky and Virginia (\^o 
have jqiproved recent material amendments to the ICPA). 
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(b) the failure ofthe entity issuing the Guaranty (or replacement credit 
support) to make any payment required or to perform any other material covenant or 
obUgation under the applicable credit support agreement (and such failure is not remedied 
within three (3) business days after written notice thereof firom OVEC); 

(c) the entity issuing the Guaranty (or replacement credit support) (i) 
files a petition or otherwise commences, authorizes or acquiesces in the commencement 
of a proceeding or cause of action under any bankmptcy, insolyency, reorganization or 
similar law, or has any such petition filed or commenced against it, (U) makes an 
assignment or any general arrangement for the benefit of creditors, (in) otherwise 
becomes bankrupt or insolvent (however evidenced), (iv) has a liquidator, administrator, 
receiver, trustee, conservator or similar official appointed with respect to it or any 
substantial portion of its property or assets, or (v) is generaUy unable to pay its debts as 
they become due; 

(d) the Guaranty (or replacement credit support) fails to be in fiill 
force and effect (other than in accordance with its terms) iu any material respect, 
including (without limitation, in an amount equal to the then-current Maximum Amount) 
prior to the tennination or expiration of aU of the appUcable Sponsoring Company's 
obUgations under tiie ICPA (tiie "Permitted Expiry"); 

. (e) the entity issuing the Guaranty (or replacement credit support), 
repudiates, disaffirms, disclaims, or rejects, in whole or in part, or chaUenge the vaUdity 
ofthe appUcable credit support agreement; or 

(f) with respect to a letter of credit issued as a replacement credit 
support (as described below), (i) if the letter of credit has an expuration date earlier than 
the Permitted Expiry,' a substitute letter of credit (satisfying all of the applicable 
requirements for a replacement credit support), which may include an amendment to the 
then-current letter of credit, in the required amount and with an expiration date that is at 
least one year after the expiration date of the then-ciurent letter of credit is not deUvered 
to OVEC at least thirty (30) days prior to the expiration date ofthe then-current letter of 
credit and a replacement credit support (satistying all ofthe applicable requirements for a 
replacement credit support) is not delivered to OVEC prior to such 30-day period; or (B) 
if, at any time prior to the Permitted Expiry, the letter of credit issuer is no longer an 
"Acceptable Letter of Credit Provider" (as set forth below) or is subject to a bankruptcy 
or insolvency event and a replacement credit support (satisfying aU of the applicable 
requirements for a replacement credit support) is not delivered to OVEC within 10 days 
after such event; provided that, OVEC shaU be permitted to draw on the appUcable letter 
of credit to the extent not replaced as described above and hold the cash proceeds from 
any draw, and in such event such cash shaU satisfy, in whole or in part, the requirement 
of replacement credit support until replaced as provided below. 

As noted above, upon an uncured default as described above with respect to a letter of credit, the 
entire available amount of such letter of credit may be drawn by OVEC and used as replacement 
credit support, without limitation or dupUcation of any other rights or remedies that may be 
available to it, with the right to draw upon such cash security deposit in accordance witii the 
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terms hereof at any tune prior to the Permitted Expury to the same extent that the letter of credit 
could have been drawn upon had it remained in force and effect (and assuming that the 
expiration date of the letter of credit was the Permitted Expiry); provided that, if subsequent to 
such draw down of a cash security deposit from the letter of credit, the appUcable Sponsoring 
Company provides a replacement credit support (satisfying aU ofthe appUcable requurements for 
a replacement credit support), OVEC shaU retum to the applicable Sponsoring Company (or its 
designee) a sum of cash equal to (i) the amount ofthe cash security deposit obtained as a result 
of such draw down, minus (ii) the aggregate amount of any and all drawings made by OVEC on 
such cash security deposit as permitted hereunder, mcluding for reimbursement of covered out-
of-pocket expenses in connection with enforcement actions. In connection with the foregoing, 
OVEC shall be required to keep any cash security deposit in a separate interest bearing accoimt, 
and, shaU not be entitied to use, possess, mvest, commingle, assign, seU, or pledge such cash 
security deposit for any purpose other than drawing upon such cash security deposit in 
accordance with the terms hereof, and any mterest on such cash security deposit slmll be the sole 
property of OVEC and shall be payable by OVEC to the appUcable Sponsoring Company (or its 
designee) on the date, if any, on which the cash security deposit is required to be retinmed in fitil 
to such Sponsoring Company (or its designee) hereunder. 

3. Replacement Credit Support. At any time, the appUcable Sponsoring 
Company is permitted to replace the Guaranty (or other replacement credit siq)port then in effect) 
with other acceptable, replacement credit support as follows: 

(a) a guaranty, in form and substance substantiaUy similar to the 
Guaranty or otherwise satisfactory to OVEC and each administrative agent for any of 
OVEC's lenders or noteholders imder senior credit faciUties and other senior debt, issued 
by an affiliate of the appUcable Sponsoring Company with long-term senior unsecured 
non-credit enhanced debt having at least a BBB- ratmg from S&P and at least a rating of 
Baa3 fix)m Moody's (oir, if not then rated by both such fating agencies, having the 
requisite rating one of such agencies); 

(b) an urrevocable, standby letter of credit (x) issued by a major U.S. 
commercial bank or the U.S. branch office of a foreign bank, which, in either case, (1) 
has counters for presentment and payment in the City of New York, (2) an asset base of 
at least $10 biUion and (3) with long-term senibr unsecured non-credit enhanced debt 
rating (or, if it does not have rated debt, an issuer rating) of at least A- from S&P and at 
least A3 from Moody's (an "Acceptable Letter of Credit Provider"), and (y) in a form 
reasonably acceptable to OVEC and each administrative agent for any of OVEC's lenders 
or noteholders under senior credit facilities and other senior debt, including the following 
terms: (A) the amount of the letter of credit must be at least the amount of the then-
appUcable maximum Uability c ^ under the Guaranty and subject to the same annual 
adjustments (or timely replacement or supplement (which may be an amendment to the 
stated amount of such letter of credit) witii a substantiaUy similar letter of credit in such 
adjusted amount); (B) such letter of credit names OVEC as the beneficiary thereunder; 
(C) drawings under the letter of credit are permitted upon a signed statement from an 
officer ofthe beneficiary ofthe letter of credit that the amount of drawing is owed to the 
beneficiary pursuant to the ICPA; (D) the s^licable Sponsoring Company's agreement 
to pay aU reasonable out-of-pocket expenses (including the reasonable fees and expenses 
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of OVEC's counsel) relating to the enforcement of OVEC's rights under the letter of 
credit; (E) the ^pUcable Sponsoring Company shall not have any reimbursement 
obUgations under such letter of credit; (F) the letter of credit shaU provide tiiat the 
beneficiary may draw the fitil amount ofthe letter of credit ifthe issuer is no longer an 
Acceptable Letter of Credit Provider, subject to any cure rights; and (G) the letter of 
credit requires the issuer thereof to provide at least 60 days' notice to OVEC of the 
renewal or non-renewal thereof and provides that the beneficiary may draw the fiill 
amount ofthe letter of credit if such letter of credit is not renewed or extended; or 

(c) other replacement credit support in form and substance reasonably 
acceptable to OVEC and with the prior written consent (m its sole discretion) of each 
admiiustrative agent for any of OVEC's lenders or noteholders under senior credit 
facilities and other senior debt. 

Upon any iSuch replacement, the obligations of the ^plicable Sponsoring Company covered by 
such credit support (including with respect to prior periods and including aU enforcement and 
other expenses relating to any replaced credit support) shaU be assumed in full under such 
replacement credit support agreement and the former credit support agreement shaU be 
terminated. 
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