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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 the 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
with a law or regulation relating to the emission of pollutants or the
discharge of wastes.

(¢)  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,
regulatory 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 muitiplied 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 (Empioyers’ 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
fuel 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 fund continuing obligations to monitor or to
correct environmental problems which resuit, or are later
discovered to result, from the facilities’ operation, closure or post-
closure acttvities (“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
useful 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
further that, the Corporation shall recalculate the amount payable
under this Component (F) for future months from 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
QOutput 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
information 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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ARTICLE7

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
ail 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 wiil
pay to Corporation its Power Participation Ratio share of additional amounts,
after provision for any taxes that may be applicabie 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 determined by Corporation with the aid of an actuary or actuaries
selected by the Corporation based on the terms of the Corporation’s then-
applicabie plans. '

7.04. Decommissioning, Shutdown, Demolition and Ciosing. 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 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
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 earlier 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 shail 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 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 Sponsaring 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 shalil 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 ail 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 other right (other than irrevocable
payment, performance, satisfaction or discharge in full) 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 (including, 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
Sponsoring 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, aiternating 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 otherwise 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 markei(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 fo all Sponsoring Companies (and as applicable,
further allocated among Sponsoring Companies entitled 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, Louisvilie 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 Invoived.
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 1o 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 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 regionai 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 2 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. |tis recognized that the physical and electrical characteristics of the
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 themseives 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 Qutput,
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 8.04, must
receive the affirmative vote of at least two-thirds of the members of the Operating
Committee, regardiess 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, (i) to the extent that the rights of any
Sponsoring Company or their predecessors were thereby changed, modified or
otherwise 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 otherwise adopted by the Federal
Energy Regulatory Commission (“FERC”), (jii) as a result of the elimination as of
the effeciive 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
indirectly connected to the Corporation’s facilities through intervening
transmission systems by certain Sponsoring Companies or their predecessors
whose fransmission systems were directly connected to the Corporation’s
facilities, such Sponsoring Companies or their predecessors whose transmission
systems were only indirectly connected to the Corporation's facilities through
intervening transmission systems shall have been entitled to such “roil over” firm
transmission service for delivery of their entitiement 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-term firm point-to-point transmission service provided
pursuant to the then otherwise 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. Term of Agreement. This Agreement shall become effective
upon the Effective Date and shall terminate upon the earlier 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 of 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 termination 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 fo Records. Corporation shall, at all reasonahble
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.
Sierra 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
otherwise 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
in the matter sought to be arbitrated.

The Arbitration Board shall afford adequate opportunity to all parties
hereto to present information with respect to the controversy, dispute or claim submitted
to arbitration and may request further 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
governed 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
otherwise 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 hon-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 (iil) 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 condition 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 titles 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 ali
or part of its rights, tifle 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 all 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, title and
interests in, and obligations under this 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
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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 the date of the Offer Notice (the “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, irrespective 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
subsequently 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 in, 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, title 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 obligations
under 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, title 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 governmental filings, 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 under 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 required to pay cash for the rights, title and
interests in, and obligations under this Agreement being assigned
by the Transferring Sponsor.

()  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, title 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 indebtedness, 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 governmental
filings, consents or other approvals; (iii) the determination by
counsel for the Corporation that the assignment of the rights, title
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 fo 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, title and interests in, and obligations
under this Agreement may be made thereafter without again

offering the same to Sponsoring Companies in accordance with
this Section 9.183.

ARTICLE 10

REPRESENTATIONS AND WARRANTIES

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

(a)  itis duly organized, validly existing and in good
standing under the laws of its state of organization, with full
corporate power, authority and legal right to execute and deliver
this Agreement and to perform its obligations hereunder;



20110427-5153 FERC PDF (Unotticial} 4/27/2011 2:17:5% PM

(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 full 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;

(¢)  Except as set forth in Schedule 10.01(c) hereto, no
consents or approvals of, or filings or registrations with, any
governmental 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 full 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 defanlt 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. If the 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 defauit
by any Sponsoring Company) and any Sponsering Company (in the case of a

_ default by the Corporation) shall give the defaulting party written notice of the
default (“Performance 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 fo exceed sixty (60) additional days, as necessary for the
defaulting party with the exercise of reasonable difigence 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 defauit by the Carporation) 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 Liabilify 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, the parties hereto have caused this 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.

OHIO VALLEY ELECTRIC ALLEGHENY ENERGY SUPPLY

CORPORATION By  Its COMPANY,LL.C. By _ Its __
APPALACHIAN POWER COMPANY _  BUCKEYE POWER

By __Its __ GENERATING,LLC By _ Its __
COLUMBUS SOUTHERN POWER THE DAYTON POWER AND

~ COMPANY By __Its ___ LIGHT COMPANY By _ lts _
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DUKE ENERGY OHIO, INC. By __ [

INDIANA MICHIGAN POWER
COMPANY By _ Iis

LOUISVILLE GAS AND ELECTRIC
COMPANY By __ Its

OHIO POWER COMPANY By __ lis

FIRSTENERGY GENERATION
CORP. By _ Its

KENTUCKY UTILITIES
COMPANY By _ lts ___

MONONGAHELA POWER
COMPANY By _ Its ___

— SOUTHERN INDIANA GAS AND

ELECTRIC COMPANY By _ Its _




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

PENINSULA GENERATION COOPERATIVE

By
Its

Record Content Description, Tariff Record Titie, Record Version Number, Option Code:
OVEC-IKEC Power Agreement, OVEC-IKEC Power Agreement, 0.0.0, A

Record Narative Name:

Tariff Record 1D: 2

Tarniff Record Collation Value: 1074191825 Tariff Record Parent Identifier: 0
Proposed Date: 2011-05-23

Priosity Order: 500

Record Change Type: NEW

Record Content Type: 1

Associated Filing Identifier:

AMENDED AND RESTATED
POWER AGREEMENT

BETWEEN
'‘OHIO VALLEY ELECTRIC CORPORATION

AND

INDIANA-KENTUCKY ELECTRIC CORPORATION




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

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 defined thereunder) from 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 with the energy associated therewith, but less the transmission losses in
the facilities of IKEC applicable thereto from 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, will 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 fuel requirements (including the handling and shipment
thereof) in connection 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 shail be 3-phase, 60-cycle, alternating 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 title 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 the 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 fitle 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 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 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 developing 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 chargeabie to property and plant made by IKEC, and the total
cost of additional facilities and/or spare parts purchased or instalted by Corporation,
during any month or prior thereto (and not previously reimbursed) and (b) the 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: (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.

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
governmental 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, necessary 1o 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
the parties hereto and their 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 first above written.

OH10 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
hereinafter 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 @ 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,

Adeguacy 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 capitai 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 capital expense budget numbers for the
turbogenerator and other electric equipment will almost certainly increase after 2015,

The total instalied scrubber cost of $1,334.8mm is inciuded 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 instaliation 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,

Envircnmental 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.

Independent Technical Review Kyger Creek & Clifty Creek Plants Page |1



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) instalied on each unit in the 1970°s and the current
stack performance, particutate emissions are also less than regulatory limits. No significant
changes are anticipated except as may be relaied to the installation of the FGD systems.

QVEC 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 8 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 iandiill at Clifty Creek and new ash
pond and iandfill 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
maodifications 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 planis operaie 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 (8) units
at Kyger Creek can be expected to operate through 2040. This opinion is based upon the
following observations:

1.
2.

10.
11.

12.

13.

14.

The original design was robust with an unusual amount of redundancy.

The operation over the first 48 years was nearly always base loaded with limited thermal
cycles on the equipment.

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.

Appropriate maintenance and inspection of equipment has nearly always been a high
priority, and critical equipment has been maintained properly.

The plants run at or below pressure and temperature design conditions.

Management is continuing to work towards improvement of maintenance, operation and
inspection practices.

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.

Management appears to be focused on long term piant operation, not on a shaort term
profit.

Major equipment repairs have been impiemented in the last four {(4) years, with major
events planned through 2015. The major focus is boiler tube and header replacement.

Cost of electricity is competitive with neighboring utilities.

Major environmental upgrades have been made and will be completed by second
guarter of 2013. This will complete the scrubber installation. At this time, all known
regulatory requirements will be achieved.

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.

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.

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 chentical 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.

s« 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
guality 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 piant are discussed.

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

Section 2, Kyger Creek 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 critical 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 all of the above sections to evaluate
adequacy of OVEC’s plans to successfully operate the planis over the next 30 years.
These include environmental compliance, implementation of good engineering, operational
and maintenance practices, expected remaining life of critical equipment, and maijor risks
to life expectancy.

Independent Technical Review Kyger Creek & Clifty Creek Plants Page l5




1.2 METHODOLOGY

This report summarizes major capital expenditures, operational and maintenance history,
and environmental history from 2000 through February 2011, as supplied by OVEG. 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 {o 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 repornt.

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

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

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

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

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

Balance of plant equipment will be “replaced-in-kind” except as noted.
Major replacements are timed to correspond with scheduled major overhauls.
All costs are estimated in nominal 2011 dollars.

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.

Al eleven (11) Kyger and Clifty uniis are simiiar in design, equipment manufacturer,
performance, operation and maintenance. Any known significant differences are noted
throughout this report.

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 (8) 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:

OVEC-IKEC Generating Availability Statistics, 2010, Updated February 7, 2011
OVEC-IKEC 2010 Maintenance Planning Package May 19, 2010.

Kyger Creek Unit 2, Annual Maintenance Outage, Scheduled Outage April 09, 2010.
Kyger Creek Operating Plan 2011-2015. {(Power Point Presentation)

Clifty Creek Operating Plan 2011-2015. (Power Point Presentation)

Clifty Creek Plant Maintenance Dept. Misc Data Sheet, Turbine Generators, 5 April
2011,

Use Factor-Available Power Sales to Sponsors, July 2010 to December 2010.
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, ali 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.

o oA WON -

o~
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2.0 KYGER CREEK PLANT

21 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 ouiput. 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, fue!
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
criginaily 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 1D 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. 1n 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 Unit No. 1-5
Commercial Operation Year 1954 — 1955

Manufacturer

Bahcock & Wiicox Corp.

Type Front Fired — Wet Bottom Furnace
Main Steam Temp (°F) 1,050

Reheat Steam Temp (°F) 1,050

Operating Pressure at SHO | 2,075

(psig)*

Design Pressure Rating (psig) 2,400

Main Steam Fiow (Ibs/hr) 1,336,000

Reheat Steam Flow (lbs/hr) 1,184,000

Circulation Type Natural

Air Heater Three Regenerative

{Bisector Design)

Furnace Type

Single, wet bottom with open pass.

Pulverizer Type 7 — Babcock & Wilcox Model EL 70 Ball & Race
Pulverizers

Primary Air 7 — centrifugal type motor driven hot PA fans

Additive System Coal slag viscosity control done with magnetite injection

Burners Directional flame burners on three rows on the front
waterwall. No. 2 cil ignition.

Slag Blowers 31-Diamond Power with steam blowing medium

Furnace Draft

Balanced Draft

Forced Draft Fan

Two fans with original casings and new wheels, blades
and adjustable speed drives installed in 2002 and 2003.

Induced Draft Fan

One fan with original casing and new wheel, blade and
Robicon adjustable speed drive installed in 2002 and
2003...

NO, Control

All 5 units retrofitted wifh SCR system in 2002 and 2003.

* Unit operated at 2,000-psig throtile pressure
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21.2

Emission Control Systems

2.1.21 General

The emission control system at Kyger Creek Piant consists of electrostatic
precipitators for particulate emission control with the new SCR system for
NO, control. Two (2) scrubbers are currently under construction and
expected to be operationa! 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 Flaki Inc.

. Flue Gas Flow Rate 925,000 CFM

. Flue gas Inlet Temperature 350°F

. Inlet Dust Loading 0.5 - 3.5 grains/acf at 350°F
. Specific Collection Area. (SCA) 336 (sq. ft./1000 acfm)

. Effective Collecting Area 310,439 sq.ft.

. Length of Discharge Wire 236,652 ft.

. T/R Sets Rating 700 mA/S5 kV/61 kVA

. Guaranteed Collection Efficiency 89%

) Guaranteed Emission 0.035 grain/facf (Maximum)

A flue gas conditioning (FGC) system was added in 1989 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 2001.

21.23 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 Riley

. Catalyst Manufacturer Argillon
. Catalyst Type Plate

+  Catalyst Specific Surface Area (m*/m?) 353
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. Plate Pitch (mmy) 56
. Plate Thickness (mm) 0.8
. Plate Height (mm)} 625
e Catalyst Volume Per Unit (m®)
o Initial 378.4
o Full 504.5
e  Designh Temperature (°F) 700
. Design Flow Rate (scfm) 481,507
. Removal Efficiency 90%
21.2.4 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 left in place and converted to other use later.

2.14.2.5 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. SO2 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 Ibs 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 fandfill 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 operational 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. Exiensive 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-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 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 botton ash is sold for industrial use. Only a small percentage is
trucked to the iandfill.

Turbine Generators

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

Table 2-1-2
Kyger Creek Turbine Generator Details
Plant Manufacture | Nom. Size Type Steam Conditions Age
Kyger Creek 1 GE 217,260 KWe | CC2F38 2,000 psig — 55
1050°/1050°F
Kyger Creek 2 — | Westinghouse |217,260 KWe | CC2F40 2,000 psig - 55
5 1050°/1050°F

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 1855 and has 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 controlied 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 joad
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 batance thrust.

The unit 2-5 turbine generators were placed into service in 1955 and have a nominai
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 1050°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
(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 fully open
and steam is controlied 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) L.P 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 continually
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.

Pianned 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 production data. Given the relatively similar
operational characteristics 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. |t 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, particularly in 2008 & 2009
on Unit 1, 2007, 2008 & 2009 on Unit 2 and 20086, 2008 & 2009 on Unit 3. On these
three (3) units, the forced outages in 2010 were reduced significantly.
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2.3

These statistics 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 suifur, 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.
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 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 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
insutation, cable trays, etc.

The SCR and precipitator additions, plus the on-going scrubber additions make for a
relatively 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, existing steel had to be reinforced, and this process assured all existing steel
was carefully examined.

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

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

The fly ash pond is nearly full. A long term program has been instituted to dredge
the botiom of the pond, de-water the fly-ash, and convey and truck the ash to the
Kyger Creek landfill. 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 iab 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 256% 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 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 addition
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 .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 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
inciudes 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
sections 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% 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 ime 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
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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.

2.3.21 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 annually during a 14 day outage.
Typical inspections 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 time they are found.

Major tube replacements on the primary furnace were performed on the
side wall, first baffle 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 oullet 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 floor 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 Eléctric 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 operating 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.

Fiue 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 continuing 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 fly ash accumulation and cleaned if necessary.

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

2.3.24 Stack
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The existing Kyger stack 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 Piant

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
reptaced, as needed.

Asbestos pipe insulation has been nearly completely replaced with non-
asbestos insulation. Insulators are nearly continuously on site assuring the
insulation 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 ¢n 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

Overlayed 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

Coatl 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.
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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 {o 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 generating 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 elevation 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 fue! supply
is a blend of mid-suifur 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 bhoiler 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 recirculation 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
modifications 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 Unit No. 1-6

Commercial Operation Year 1954 ~ 1955

Manufacturer Babcock & Wilcox Corp.

Type Front Fired — Wet Bottom Furnace

Main Steam Temp (°F) 1,050

Reheat Steam Temp (°F) 1,050

Operating Pressure at SHO | 2,075

(psig)*

Design Pressure Rating (psig) 2,400

Main Steam Flow (lbs/hr) 1,338,000

Reheat Steam Flow (Ibs/hr) 1,194,000

Circulation Type Natural

Air Heater - Three Regenerative (Bisector Design)

Furnace Type Singie, wet bottom with open pass.

Pulverizer Type 7 — Babcock & Wilcox Model EL 70 Bal! & Race
Pulverizers

Primary Air 7 — centrifugal type motor driven hot PA fans

Additive System Coal slag viscosity control done with magnetite injection

Burners Directional flame burners on three rows on the front
waterwall. No. 2 oil ignition.

Slag Blowers 31-Diamond Power with steam blowing medium

Furnace Draft Balanced Draft

Forced Draft Fan Two fans with original casings and new wheels, blades
and adjustable speed drives installed in 2002 and 2003.

Induced Draft Fan One fan with original casing and new wheel, blade and
Robicon adjustable speed drive installed in 2002 and
2003...

NO, Control 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 Contro] Systems

3.1.21 General

The emission control system at Clifty Creek Plant consists of electrostatic
precipitators for particulate emission control with the SCR system for NO,
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
from Western Precipitator in 1976, Salient features of the precipitators are:;

Cold-Side Precipitators (Units 1 through 5)

s« Supplier Lodge Cottrell

* Flue Gas Flow Rate Design 925,000 CFM

s Flue gas Inlet Temperature 350°F

o Inlet Dust Loading 0.27 - 3.7 grains/acf at 350°F

» Specific Collection Area. (SCA) 532 (sq. ft./1000 acfm)

¢ Effective Collecting Area 492,480 sq.ft.

» Length of Discharge Wire 316,000 ft.

¢ T/R Sets Rating 1000 mA/55 kV/B1 kVA

o Guaranteed Collection Efficiency 98.41%

s Guaranteed Emission 0.05 grain/acf (Maximum)
Hot-Side Precipitator {Unit 6)

e Supplier Western Precipitators

» (as Flow Rate 1,303,000 acfm

« Flue Gas Inlet Temperature 760°F

* Inlet Dust Loading 0.37 to 3.4 grainsfacf

* Specific Collection Area (SCA) 371 (sq. ft./1,000 acfm)

» Effective Collection Area 483,413 sq. ft.

s T/R Sets Rating 1,000 mA/45 kV DC

» Guaranteed Collection Efficiency 99.4%

¢ Emission 0.0045 grain/acf

A flue gas conditioning (FGC) system was added in 1999 on units 1 through 5
to augment precipitator performance. The FGC system was supplied by
Wahilco 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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3.1.23 SCR

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

s  Supplier Riley

¢ Catalyst Manufacturer Argillon
s Catalyst Type Plate

» Catalyst Specific Surface Area (m%¥/m°) 353

¢ Plate Pitch (mm) 5.6

s Plate Thickness (mm) 0.8

s Plate Height (mm) 625

¢ Catalyst Volume Per Unit (m®)

o Initial 378.4

o Full 504.5

» Design Temperature (°F) 725

¢ Design Flow Rate (scfm) 443,617
¢ Removal Efficiency 80%
3.1.24  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. SO2 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 Ibs 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 corrosion of the scrubber tank, and the strength of the PVC pipe. The
extruded PVC pipe is being replaced with FRP pipe for additional 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 muiltiple boilers feed one scrubber. The control room has already heen
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 ali units
connected to the scrubber must be shutdown. There is no by-pass, or cross-
tie between units and scrubbers. |t is estimated 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 cause an effect on
short outage plans, as work on units may need to be performed
simultaneously on multiple units and the scrubber.

3.1.26  Ash Disposal

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

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 Manufacture | Nom. Size Type Steam Conditions Age
Units 1 through 6 GE 217,260 KWe | CC2F38 2,000 psig - 50
1050°/1050°F
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3.2

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 P (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.

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. Confrol 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 pattial 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 camy 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 86MWe net
power output is achieved by throttling. Main steam and reheat stop and intercept
valves are separate from the furbine shells.

31.4 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 fwo (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 (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.

REVIEW OF OPERATIONS

3.21 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. 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 throttling.
Current operation 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 Ciifty 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 operating to burn 80% PRB coal. Test burns of the expected blended coal
after the scrubbers are operational indicate that at most six pulverizers will be
required for full load, and possibly only five.

Peak generation 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
operational 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
installation 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
indication of any reduction in capability in any of the units.

Piant 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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3.3

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

Boiler tube leaks, 1,688,000 Mwh

Slagging or fouling, 991,000 MWh

Air and gas systems, 486,000 MWh

Fuel supply from bunkers to boilers, 388,000 MWh

Feedwater System, 270,000 MWh

OhON=

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.

3.23 Fuel Sourcing

Since original commissioning, Clifty's fuel source has changed from high sulfur
bituminous to a combination of bituminous and PRB sub-bituminous coais 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
Ib/mmBtu.

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

OBSERVATIONS OF PLANT CONDITIONS

3.31 Summary of Plant Conditions

URS Consultants walked-down Clifty Creek Units 3 & 4 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 3. in general
the plant was found o 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 plani. There were no obvicus signs of
deteriorating structures, decking, support steel, piping, pipe supports, thermal
insulation, cable trays, etc.
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The SCR and precipitator additions, plus the on-going scrubber additions make for a
refatively 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 retirement 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 evaiuations 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 fo 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 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 personnei.

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 addition
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 inspection 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 instaliation in 2003 and the scrubber
installation from 2005 through 2015.

With the major cycle of refurbishments of the hoiler completed in 2015 or 2016 at
Clifty Creek, the bailer 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
sections 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 2008. In 2007 on and through
the budgeted period to 2015, the boiler maintenance expenses increased 50% to
90% over the 2005 values. This reflects the increase in tube failures and other boiler
refated 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 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
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
inspections represented by the above expenditures.
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3.3.21 Boiler
Boilers are chemically cleaned every 3 years. Typically the cleaning resulis
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, fubes
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 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 Unit 1.

» Secondary Superheater Outlet Header and the Outlet Legs, Upper
Bank and Lower Bank replaced in 2007 on Unit 1.

o Reheat tube sections and the reheater outlet header replaced on
Unit 1 in 2007.

s 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

s Unit 6, Replace SSH Out Tubes, Outlet, Legs & Headers, 2013

e Unit 3, Replace First Baffle Wall , Primary Furnace Floor, Primary
Furnace Front Wall & Roof, 2014

s Units 2 & 4 Replace First Baffle Wall, Primary Furnace Floor, 2015

s Unit 4 Replace SSH Out Tubes, Cutlet Legs & Headers, 2015

* Replace Blowdown 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. Examinations 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

.« » o @

3.3.2,3 Emissions Control System

Selective Catalytic Reduction (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
additionaf variable operating costs associated with increased consumption
of ammonia and catalyst. All associated SCR equipment maintenance
should increase proportionally to SCR operating hours.

Electrostatic Precipitators (ESP) were instalied 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
operation with eastern bituminous coals or western sub-bituminous coals.
Particulate controf on all 11 units has consistently operated well below the
regulatory limits.

Flue Gas Desulfurization 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 fly ash accumulation and cleaned if needed.

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

3.3.24 Stack

The existing operating stacks were inspected during 2003 and each
underwent 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 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.

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

Virtually all the ashbestos thermal insulation has been replaced with non-
asbestos insulation. Insulaiors are usually on site each week and assure
that the insulation 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 lllinois 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 functional and in good
repair. A separate dock is under construction 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 Creek, the PM emission limit from the Title V permit is
0.236 Ib/MMBiuU. 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 1b/MMBtu from Unit 1.

Most Title V permit deviations reported by OVEC were for short-term excess opacity
events. OVEC reported to URS that for Kyger Creek, less than1.56 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 (Title | of the Clean Air Act) or as
routine maintenance repair and replacement (RMRR) activities. EPA views boiler life
extension ar 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% atiributed 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.

NO, 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 facilites have been shifting from 100% bituminous coal to a blend of
eastern coals and western sub-bituminaus coal (PRB). The result has been a reduction in
NO, and SO, emissions. With the shift to a higher percentage PRB blend, Clifiy has been
able to sell the majority of their fly 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 accumuiation of fly ash on the catalyst. OVEC stated that the operation of the
SCR systems have been greatly 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 excelient performance from
these systems is expected. No significant 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 resuit of an abnormal operation condition 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 initiative 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 general 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 Chio 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
inspection. This issue is still pending with EPA, and OVEC anticipates no notice of
violation from EPA based on information QVEC 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 facilities
have done a good job in achieving substantial compliance with state and federal
regulations for air, water and solid waste pollution management. The proposed installation
of FGDs on each operating boiler will result in over compliance and the accumulation of
S0, credits.

FGD systems are currently 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 all 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 controis 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 oxidation of mercury
will provide for enhanced removal of mercury by the FGD system. QVEC believes that the
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combined contro! should be able to meet mercury and other pollutanis 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 Utility MACT Rule. AEP Engineering is currently
conducting preliminary engineering and developing a cost estimate for retrofitting 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 CCP rule when promuigated. However, OVEC is prepared fo
install mercury treatment system similar to Kyger Creek system, if required.

At Kyger Creek, a new fiy ash pond was added to manage fly ash and boiler slag. The fly
ash and boiler siag will be periodically dewatered from this pond and the solids will be sent
to an on-site landfill. 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 Combustion 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 significant 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 option, 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 coordination to OVEC.
5.2 EQUIPMENT UPGRADES

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

Jet Bubble Reactor scrubbers to be installed on all five units at Kyger Plant
Commissioning scheduled for 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 unioading Plant #1 to be re-built in 2015.
5.3 ENVIRONMENTAL PLANS AND UPGRADES

As discussed in Section 4.2, preliminary plans and cost estimates 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 Ohic EPA’s
approval of the plan.

OVEC worked with the State of Chio in the 1970's, conducting tests at both plants that
ultimately resuited 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 fo continue,

For compliance with the proposed cooling water intake rule, 316(b) issued on April 20,
2011, Clifty and Kyger plants’ circulating water flow is under a specified percentage of the

Independent Technical Review Kyger Creek & Clifty Creek Plants Page |42



URS

Ohio River fiow rate, This allows both plants to be exempt from 316(b) requirements.
OVEC continues to monitor regulatory actions that could change this exemption.
Currently, OVEC believes the most extensive modification that might be required is
modification 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.

54 TRANSMISSION ADEQUACY
No significant changes are planned.
5.5 PLANNED O&M EXPENDITURES

OVEC is budgeting 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 payroli.

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 sections 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.

e 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 aiready 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 operating
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 projections
appear to be optimistic {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 he a “shake-out” period at both plants to optimize
the fuel blends and to best interface the operation and maintenance of the scrubbers
with the existing plants. While units are similar, the exact optimization at Kyger Creek
wilt 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 limifed 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 fess than optimum conditions. No contingency 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. Inspection and maintenance expenditures indicate a continued
commitment by OVEC to continually maintain the plants for fuill operation for the
foreseeable future. Should maintenance and inspection 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 sections of boiler tubes. These change-outs are
based on inspection results and the locations 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 evaluations, 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 operation simulators at both sites is a very positive
move.

7. If the 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.

Independent Technical Review Kyger Creek & Clifty Creek Plants Page |45



7.0 CONCLUSIONS

7.1 ABILITY OF PLANT TO OPERATE AS PLANNED

Both the Kyger Creek and Clifty Creek plants are operating 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 Creek. Both plants have improved their forced
outage rates significantly 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 still
capable of producing its rated power, and does so with a reasonable outage rate.

The installation 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 times 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 installation of the
scrubbers.

7.3 ENVIRONMENTAL COMPLIANCE, PRESENT AND FUTURE

A review of environmental compliance at both Clifty and Kyger suggests that both facilities
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 meeting NO, emission
requirements at both facilities. Over compliance has resulted in the accumulation of NO,
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
accumulation of fly ash primarily on the first layer of catalyst.

FGD systems are currently planned for each of the 11 boilers. The current schedule has
the construction tie-ins completed on the first system at Kyger Creek between late 2011
and the first quarter 2012, with all remaining systems operational after tie-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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meeting performance guarantees is very low. O&M costs should also be very predictable.
The proposed installation of FGD systems on each operating boiler will result in over
compliance and the accumulation of SO, credits.

Operation 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-bituminous coal blend
than other PRB facilities 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 additional mercury control is needed, OVEC may need to
consider other technologies (e.g., activated carbon injection).

Overall, both plants have maintained an exceilent 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 hoth
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 flow rate of the Ohio River. OVEC
feels confident that both the 316(a) exemption and 316(b) exclusion will continue.

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 resuiting remediation requirements.

7.4 COMPLIANCE WITH GOOD MANAGEMENT / ENGINEERING PRACTICES

OVEC compiles a number of matrices based on production, forced outages, repairs,
emissions, cost of production, energy / kWh and others. It 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 modifications that will benefit one portion of the
process while not necessarily improving the availability and generation 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 frends that indicate a systemic problem. When such
problems are discovered, resources are available and are assigned to develop a long term
solution.

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 operating 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
reductions may create degradation of equipment that would seriously impact the expected
life of the plant.

7.5 EXPECTED LIFE OF PHYSICAL ASSETS

Projecting the life of any equipment, particularly equipment 55 years old is not an exact
science. |t 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 continuous maintenance items. Judgment
criteria to evaluate expected life and URS’s judgments are as follows:

1. ls there evidence of degradation that indicates expended life of major
equipment? The annual planned inspection 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. |s 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.
Inspections 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 perscnnel
from new ideas, but it appears that OVEC consults often with AEP and other
consuitants to avoid this trap.

Are there reasonable contingency plans for repair of equipment? Equipment
repairs are planned up to five years in advance. The maintenance and capital
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.

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, operation at 10° fo 30° F less than design
provides significant increases in stress allowable on the high temperature headers,
tubes and pipe.

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 significant operational errors that resulted in a
major forced outage. The installation of operating room simulators at Kyger Creek
and Clifty Creek with regularly scheduled training sessions for experienced and new
operators is viewed as a very prudent use of resources fo 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 observations:

1.
2.

3.

The original design was robust with an unusual amount of redundancy.

The operation over the first 48 years was nearly always base loaded with limited
thermal cycles on the eguipment.

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.
Appropriate maintenance and inspection of equipment has nearly always been a
high priority, and critical equipment has been maintained properly.

The plant runs at or below pressure and temperature design conditions.
Management is continuing to work towards improvement of maintenance, operation
and inspection practices.

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 operation, not on a short
term profit.

8. 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 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 instaltation. 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.

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 maijor items that could cause a significant
change in costs with resultant decrease in physical life expectancy.

A. Equipment failures andfor performance significantly 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 particularly 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
fimited load following resulting in limited thermal cycling. Additional damage
wouid 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. BExtended downtime would increase cost and reduce production.
Damaged equipment may not be repiaceable, or may be inordinately expensive
to repiace.
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. 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
anticipated based upon the current management focus.

E. Major reguiatory changes in merciry emissions [imits or other pollutant
emissions would cause an increase in required equipment and likely erosions of
plant capability and performance.

F. A maijor 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 time.

G. Major new environmental or other reguiatory requirements that selectively impact
on Kyger Creek and Clifty Creek to a greater extent than they impact on newer
coal plants in the population. 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. coat
vs. gas), early 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 particularly 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 anticipated over the next twenty to thirty year horizon.

Independent Technical Review Kyger Creek & Clifty Creek Plants Page |51




9LL'9Ls't | v6T'9PST 6LL'0bS'T LOR'TEY'T £8E'Y2S'T vr9TES'T 010Z-T00Z DAY
S'v8T'eL | 6YE'PSL'ST | 9TS'869°ST | 8ST009'PT | 0T9'TZS'ST 768'665°ST ILOL
§99°9TH'T OTZ'20E 0£016¢ 06T'TLZ T8LLLT €SPl qad/uerf TT0Z
POE'VTE'L | £OT'26¥'T 0£6'2725°1 7947971 BTE'LEST 18T'63b'T ot0z
vo8'00s'. | OE0'bLS'T 980'805'T 656'9b5'T 689'L6€'T 00T'vLY'T 5002
9zo'TEr’L | 199'279T L0¥'005'T T6L'L9€T £98'6¥FT L68°S8Y'T 2002
856'860°L | £87'995'T STLYEY'T BECBZCT TrS'8LE'T 990'0Ft'T £002
0£9'086'c | TS5'98E'T LT TH9'StS'T 929'2€9'T 009'2E9'T 9002
T29'6v7'8 | 2v'809'T 079'999'T L65'T709'T 8E6'T89'T tZT0E9'T 5002
9656018 | 812'ZE9'T 6TS°0TS'T 606'V85T SOEDYI'T S¥9'SED'T v00Z
S95Z80L | SESEGVT 955 PSET TLEOEET £0T°799T 666 1ES T £00Z
96T'sbP’'e | 2TT'9H9'T TEL'SES'T 860'v85'T SL6'6LET LTTLBE'T z0oz
oov'zIt’'c | 00T'09v'T 002'961'T 009'895'T O0SESY'T 00S'E09'T T00Z
NOLLYLS s LINN v LINnN £ LINN Z1INN T LINN
YA ‘NOILYHINID SSO¥D 4vaA

AYYIWIAINS NOLLYYINTD 43IMOd SSOUD LNV1d H33Y¥D ¥IDAN T-2-C 3719V1




SLEDT LLT'oT TLT'0T ¥8T'0T T90°0T 9/8'6 L£8'6 £66°6 r0'0T uonesauan BN YHAI/NLE
£2T°0T LV8'6 1/86 1LT'0T €87'TT 79'11T 858'TT £S0°TT ISYTT {ai/n1Q) 1eo punod/nig
£6T°0S¥'E | 0£9'209°¢ L9T'PTS'E | vP6ELE'E | 90S°0LT'E | S8T'LZT'E | SSE'9TT'E | 680°48L°C | TT6'09L'C (suoy) pauing jeod
%ZL %L %EL %EL %8L %28 %08 %eL %EL (%) 103084 Apqede) jueld
%SL %L1 %9/ %G8 %BLL %8L (%) J010e4 Aypede) jue|d
%EL %9L %9L %9L %08 %ES %T8 %9L %YL (95) 103083 peO JUE|d
€08'8EL9 | 6896069 | 8L5'SY89 | 86V'0T8'9 | 90L'6EE'L | 64¥'259°'L | £90°§TS. | 88TbeL'e | 6TTZS8'9 (4ymin) uonesauan 19N
T0S'S/S S/TT6S 8¥0'985 TP9'vLS ¥76'065 (A2 RAT] 629'8LS LLT'8YS LL0'T6S {(4umin) asn uonels
POE'YTEL | ¥98°00S°L | 9T9'TEV' . | 6€T'S8E’L | 0€9°0c6’. | TZ9'6b2'8 | 965°€OT'® | 995'782'Z | 96T EVY'L JYMIAI UDIIBIDUDL) SSOJID)
0L0T 0L0T 0L0T 0.0T 0£0T 00T 0/0T 00T 00T (M) Aypqede) Jueld
£980T £9380T €'980T £'980% £'980T £'980T £980T £'980T £980T (AN Awsede) yue|d
070z 6002 8007 2002 9002 5002 00Z £002 2002 NOILdIYISIA TVHINID

0T0Z HONOYHL Z00T ‘SILLSILY.LS NOILYHINID LNV1d MITHD ¥IDAN Z-2-2 319Vl




SIOVHYIAVY NI 3ANTONI LON ANV ATNO A4VNHE34 NV AYVNINYI 404 viva TT0Z
"HO4 G1LNNO3IV LON HINOW HOV3
NI SAVQ 40 Y3GINON NI S3INIYILAIA B SIOVHIAY ATHLNOW NO A3Svd TTOZ OL S00T

. . . . 0T0Z 01

1'88 9'68 £'68 5's8 6'L8 T88 | 00z IDVHINY
8°€6 0001 0'96 6'16 0'Z6 7’68 1102
0'v8 598 v°88 0'€L 9'L8 '8 010z
v'vg vi8 9'98 6'v8 £'6L 9'€8 6002
£'s8 8'26 9'88 SLL 9'¢8 T8 8002
0'L8 L'06 €48 168 578 | T's8 £002
1'06 5'6L T'56 €48 6'76 §'56 9002
¥'06 1'€6 7’68 8'88 0'T6 0'06 8002
016 6'€6 7’68 7°06 0'68 976 v00Z
L8 9'78 8'€8 8'T8 S'86 0'06 €002
€43 L6 €16 5’98 (44 T6L 2002
€68 0'£8 0'6 358 £'68 ¥'26 1002
§'Z6 T'T6 6'06 8'56 €16 €76 0007

INVId | SLINN | vLNN | €LINN | ZLINN | TLINO HY3IA

| (%) 401DV ALITIGVTIVAY ¥33UD YIDAN €-Z-2 319vL




4IMOd AYVITIXNY QILVYOILNI

SANIA ‘SNOILANOD ENJIGINY 404 QILSNIQY ‘1531 HIGNINNS NOdN a3svd 1IN 3GIS MOT HIWINNS 0TOZ .«

HIMOd AYVITIXNY QILVEDILNI SANIN

UILNIM O SNOLLIANOD INIIGINY Y04 QAISNIGY 1S3 ALNIBVAVYD YININNS NOdN 03SVE Viva YILNIM 0T0Z «

118 966 6501 0901 LvOT | LvOT | SE0% BE0T IVi0L INVd
65T 661 802 202 90z voz 602 202 S

T'9T 661 707 viz 02 907 207 <0z ¥

LST T0Z 60T 107 S0z 507 90z 70T £

697 861 202 STZ 01¢ Tie Y0z 907 z

TZT 661 807 e 612 0tz Vit FA%4 T

010z 010z 0107 S00Z 00T £00¢ 1002 0002

43mMO0d x4 LIN
AQVOIXNY | 3GIS MOT wwﬁﬂiﬂ% ._ﬁﬂ YILNIM ‘LS3L YNOH 8 ¥YI3 Ew.mﬂ%«owﬁwuuumu Linn
QILVHDILNI | HINIANS

AYOLSIH ALNNEVAVD NOLLVEINID 13N 33340 ¥3DAR ¥-2-2 319VL




TABLE 2-2-5 KYGER CREEK EQUIVALENT FORCED OUTAGE

RATES (%)

YEAR UNIT1 | UNIT2 | UNIT3 | UNIT4 | UNIT5 | PLANT
2000 2.78 3.60 4,15 4.50 1.79 3.38
2001 5.41 2.77 4.81 10.70 3.61 5.24
2002 6.13 5.29 4.39 3.29 2.24 5.41
2003 5.38 1.07 7.09 3.89 1.82 3.81
2004 3.05 4.76 5.05 4.31 1.95 3.82
2005 5.76 4,65 5.36 542 2.84 4.80
2006 8.30 6.51 9.99 6.51 5.24 7.63
2007 8.01 13.20 8.25 11.84 5.57 9.52
2008 10.62 13.03 14.33 11.00 8.33 11.17
2009 11.73 10.41 10.41 5.03 3.86 8.43
2010 5.55 4.08 7.42 8.37 5.70 6.42
2011 10.96 8.89 2.45 1.14 1.35 4.96

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

NUMBER OF DAYS IN EACH MONTH NOT ACCOUNTED FOR,

2011 DATA FOR JANUARY AND FEBRUARY ONLY.
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ﬁ U.S. Energy Information

Administration

Today in Energy
February 14, 2014

AEQO2014 projects more coal-fired power plant retirements by 2016 than have
been scheduled

Projected cumulative retirements of coalfired generating capacity (2012-40) T
gigawatts €la
70

AEQ2014 projection

60
50
40

\repaded on EIA-860

30 as of December 2013

20

10

0 T T T T T T T L T T T T T T 1 T T T ¥ T T T T T T T T T

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 (Form E1A-860, final 2012 data)

Republlshed March 10, 2014, to correct an errorin 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
that a total of 60 gigawatts (Gw) of capacity will retire by 2020, which includes the retirements that have aiready 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 fake effect in April 2015, a deadline thatis
cenditionally allowed to be extended by up to one year by state environmental permitting agencies. Projected retirements of
coal-fired generating capacity in the AEQ2014 include retirements above and beyond those reported to EIA as planned by
power plant owners and operators. In these projections, 30% of the 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, itis assumed that all coal-fired plants have flue gas desulfurization equipment (scrubbers) or dry sorbent
injection systems installed by 20186. 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),
orreduced utilization make investment in equipment like scrubbers uneconomical. The Reference case projections shown in the
graph above reflect E|A's baseline for comparing a number of different sensifivity cases exploring variations on these factors.
The fuli Annual Energy Outlaok 2014 including all sensitivity cases will be released in the spring.

At the end of 2012 there were 1,308 coal-fired generating units in the United States, totaling 310 GW of capacity. [n 2012 alone,
10.2 GW of coal-fired capacity was retired, representing 3.2% of the 2011 fotal. The table below shows the progression of coal-

fite/D /EIA%20table%200n%20c0al % 20retirement%20age.himl 12
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fired generating unit retirements between 2010 and 2012, Units that retired in 2010, 2011, or 2012 were small, with an average
‘size of 97 megawatts (MW), and inefficient, with an average tested heat rate of about 10,695 British thermal units per
kilowatthour {Btu/kWh). In contrast, units scheduled for retirement over the 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 Bu/kWh.

Coal-fired generating unit retirements

existing coal-fired capacity retirements
(2012) 2010 2011 2012

total net summer 309,519 1,418 2,456 10,214
 Gapacity MW) L
_humber of units - o _ 1,308 29 B 3 85
average net 239 49 79 123
summer capacity
average age at N/A 58 63 51
~ retirement B _ 7 _ ) S S
average tested 10,168 11,094 10,638 10,353
heat rate
(Btwkwh)y - o L
Hcapacnyfactor 56% 36% 3% 35%

Source: U.S. Energy Information Administration, Form EIA-860, Annual Electric Generator Repoﬂ
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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ELECTRIC OORPORA‘IION (IKICI
Boards d Directors’ Meeting
Pecember 4. 2013

Ahem, Anthony J, * ** BuﬂumGnmﬂm U.C(Budtml’waﬂnc.)
Akins, Nicholas i * = Appalachian Power Company (AEF)

Baker, EricD. Peninsulo Generation Cooperative (Wolverine)
Chodak Paut Indisna Michigan Power (AEP)

Doty, Wikiam S. Southem indlana Gas and Blectriic Company {Vectren Corporation)
Games, Wayne D Southem Indiana Gas and Electric Company (Vectren Corporation)
Lantzy, Dannis A, Dayton Power and Light {AES Corporation)

Lasky, Charies D. FirstEnergy Com.

Lewis, Marc E Indtana Michigan Power Company (AEP)
McCuliough, Mark C. American Electric Power (AEP)

Nelson, Steven K. Buckeye Power Generating, LLC (Buckeye Power inc.)
O'Loughiin, Patrick W. Buckeys Power Generating, LLC (Buckeye Power Inc.)
Powers, Roben P, Ohio Fower Company (AEP)
Thompson, Paul W, ~ Kertucky Utilities Company (PPL)
Vegas, Pablo A, " Ohla Power Company (AEP)
Vayles, Je., Join N. * Loutevilie Gas and Elactric Company (PFPL)

Whitiock, Charles * The Cincinnati Gas & Electric Company (Duke Energy Corporation)
Vacam bl The Toledo Edison Company {FirstEnergy Corp.)

* OVEC Exacutive Commiitee

** IKEC Exocutive Committes

*** HR Commiittes {
OTHERS ATYENDING .

Brodt, John OVECHKEC

Brown, Mike OVECHKEC

Cames, Citff (phone) OVECHKEC

Cook, Ron OVEGAKEG

Hart, Bi# OVECAKEC

Hope, Annette (phone) OVEC/NKEC

Jones, Dave OVEG/KEC

Keefer, Randy QVECAKEC

Matiey, Bob QVECAKEC

Peifer, Mark QVEGAKEC

Chisling, Brian Simpson, Thacher & Bartiett

McFarand, Jeff Deloitte & Touche

Boteler, Randy AEP

Kersanty, Jaff AEP

Rosenthal, Marty AEP
Tamms, Ken AEP
Walton, Bob AEP

Wast, Chuck AEP

Zebula, Charies AEP

Cecll, Greg Duke Energy

Haney, James R FE

Stoner, Tom (phone) FE

Szwod, Stanley F. FE

DeCoeur, Dan wPsC




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

Agenda
Boards of Directors’ Meeting
December 4, 2012
DISCUSSION RESOLUTION INEQ
1. Call Mesting to Order Nick Akins X
2. RoliCali John Brodt X
- Quorum (OVEC and IKEC)
3. Approve Minutes of Prior Meeting Jahn Brodt X

(December 8, 2011 & July 18, 2012 OVEC and IKEC)
- Resolutions (OVEC and IKEC)

4. Director and Executive Committee Changes Nick Akins X
{Subject to FERC Appraval)
- Resolutions (OVEC and iKEC)
5. Construction Budgets for 2013, 2014, and 2015 Dave Jones X
-Resolutions (OVEC and IKEC)
6. Declare Conditional Dividends for 1%, 2™, 3™, and John Brodt X
4™ quarters in 2013
- Resolutions {OVEC)
7. AEP Service Corporation Service Charges for 2012 and 2013 John Brodt X
- Resolutions {OVEC and IKEC)
8. Treasurers Report John Brodt . X
9. 2012 Highlights & 2013 Plans Mark Peifer X
10. Report on Operating Activities Dave Jones X
11. QVEC and IKEC Environmental Compliance Mike Brown X
Serubber Update and Kyger Creek Dry Fly Ash Study Bob Walton X
- Resolution (OVEC) .
12. OVEC Coal Procurement and Transportation Strategy Chuck West X
13. OVEC Power Costs 2012 YTD and Projections for 2013-2017  John Brodt b 4
14. OVEC 2(13 Financing Plan John Brodt X
15. independent Auditor's Comments and Questions Jeff McFariand X
{Deloitte & Touche)
16. OVEC Market Perspective Kan Tamms X
17. impacts of Ohio Competition on OVEC’s Ownership Brian Chisling X
18. OVEC Transmission
- FERC Order 1000 Strategy Brian Chisling X
- Future of Transmission as OVEC Asset
19. OVEC-IKEC Pension and Supplemental Pension Marty Rosenthat X
Savings Plan Changes
- Resolutions {OVEC and IKEC)
Adjournment

Executive Session - Human Resources Committee Report Mark McCullough X

CONFIDENTIAL OVEC 00067




a VEC%’,‘EC 92!%&%;351? ELECTRIC CORPORATION

Columbus, Ohlo 43215

June 17, 2013

Members of the Boards: A. J. Ahem M. E. Lewis
E. D. Baker M. C. McCullough
P. Chodak S. K. Nelson
W. 8. Doty ' P. W. O'Loughlin
W. D, Games R. P. Powers
J. R. Haney P. W. Thompson
L. L. Hillebrand J. N. Voyles, Jr.
D. A. Lantzy C. Whitlock
C. D. Lasky

Lady and Gentiemen:

: During the December 4, 2012 meeting of the Boards of Directors of Ohic Valley Electric
Corporation and indlana-Kentucky Electric Corporation separate subcommittees were formed to
discuss the following issues: (1) proposals by certain Sponsoring Companies regarding the
proposed transfer of interests n the Inter-Company Power Agreement as part of thelr Ohio
corporate separation plans; and (2) exploration of the costs and benefits of divesting OVEC's
transmission facllities. OVEC's legal counsel, Brian Chisting of Simpson Thacher & Bartlett LLP,
has been leading these subcommittess with participation from all of the Sponsoring Companies.

| am calling a meeting of the Boards on Tuesday, July 16, 2013, from 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 conference call.

The toll-free conference number is 1-877-253-4307 and the passcade is 2002860,

Piease advise John Brodt at our Piketon office {jbrodi@ovec.com, 740-288-7215) of
your plans to participate in the meeting by telephone to determine if we will have quorum.

Nick Akins

NK:bc
¢ J.D. Brodt M. A, Peifer

B. E. Chialing J. Sloat

R. D. Cook T. Stoner

T. DePaull B. E. Valice

D. DeZeeuw R. J. Mattey

D. E. Jones

CONFIDENTIAL
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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 Crder 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 feadback from the subcommittee exploring the costs and benefits Mr. Chisling
of divesting OVEC’s transmission facilities.

Cther Business

Adjournment

CONFIDENTIAL OVEC 00187




vEL
— OHIO VALLEY ELECTRIC CORPORATION (OVEC)

mank- Peirres INDIANA-KENTUCKY ELECTRIC CORPORATION (IKEC)
m
o5 Conference Call Quorum
Dave ,Jw‘u Directors by Parent Company
Ron Covvic July 16, 2013
1hod mmmg'
Jf) trad /3!!.:.2
OVEC IKEC
Al Electric Pow
Nicholas K. Akins ir Y E/**
Paul Chodak N O
Marc E. Lewis N O
Mark C. McGullough Y [B/
Robert P. Powers v @
Lana L.. Hillebrand ¢ EB’
Buckeye Power
Anthony J. Ahern Y m/* Y @
Steven K. Nelson '|’ E/
Patrick W. O’Loughlin Y @/
Duke Energy
Charles Whitlock y o
FirstEnergy
James R, Haney “{
Charles D. Lasky Ny O fJ 0«
PPL
Paul W, Thompson ‘f [{
John N. Voyles, Jr.  { B/"
Peninsula
Eric D. Baker N ‘{ E{
Dav §Een Ve low -
AES Corporation
Dennis A. Lantzy #mf:—cf— N O
m {:,U’m\ fr_:rf'( (PH’(L I{AM,I;"’N)
Vactren Fo Ropince Dowptiy il . [{
William S. Doty v Y
Wayne Games o/ A
s 7
. /
Prian Citstans =3 /ﬁ *  QVEG Exacufive Committee
Jurte Stent - e * |KEC Executive Committee
CONFlDENT&IM, bl,,.fpug -pEP OVEC 00188
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OHIO VALLEY ELECTRIC CORPORATION
Minutes of Special Meeting of the

. Board of Directors heid 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 Riverside 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 Chairman of the meeting, and
John D. Brodt, Secretary and Treasurer of the Corporation, acted as Secretary of the meeting.

Mr. Brodt reported that the following Directors were present for the meeting;

Anthony J. Ahemn Mark C. McCullough
Nicholas K. Akins Steven K. Neison
Eric D. Baker Patrick W. O'Loughlin
James R. Haney Robert P. Powers
Dennis A. Lanizy (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 unanimousily 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
reguiatory changes and the impact on OVEC'’s ownership. In addition, 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
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EXHIBIT

Duke ESP 3 -

l'-'rom. Chisling, Brian [mailto behisling@stblaw.com]

Sent: Monday, April 01, 2013 1:54 PM :

To: Cecll, Greg; Mefillo, Nick; 'eric.driscoli@aes.com’; ‘rgoacher@vectren.com's 'cgmoms@bud:eyepower.com
‘sthaynes@aep.com'; ‘jkass@wpsci.com'; 'Iaskyc@ﬁrstenergycorp .com'’; ‘john.voyles@lge-ku.com'

Cc: 'jbrodt@ovec.com'; 'djones@ovec.com'; "rmattey@ovec.com'’; ‘trwallace@aep.com’; ‘mapeifer@aep.com’; Beller,
Amy T.; Beach, Rick; Rlemann, Dina O; Fendig, John; Lisa R Groff/OR4/AEPIN; 'pmcastro@aep.com'; Tague, Nicole A.
Subject: OVEC ICPA Subcommittee Meetings — Follow-Up Information and Call

Al

To follow up on the initial meeting of the OVEC ICPA Subcommittee on February 25, 2013, attached is a
revised version of the “strawman” proposal from |Jjjjfecd il of = 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 from 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 cap amount would be reset annual; (2) the formuia for the applicable cap (in
Exhibit A) has been revised to clarify that it includes all current and projected debt during the annuai 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 outline of the terms of the proposed consent has been added to the |
end of the draft, including the discussed “cross default” to the ICPA and proposed terms for acceptable

' replacement credit support.

We request that each of the subcommittee members review the revised form of the “strawman guaranty and
prov]de 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 of the subcommittee could be used to determine (at a high level) if the proposed form of guaranty

f might receive unanimous support to permit the proposed ICPA transfers. In addition, we would like to surface
material edits or concerns with 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 availability of most (if not all of the Sponsors), I suggest a follow-up meeting of the ICPA
Subcommittee by phone on Wednesday April 17, 2013 at 11 am EDT. Please let me know as soon as you
can if you are unable to muke that day and time (and your availability that week). Dial in 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 1
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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an

'Bnan E:hasfmg
Slmpson‘l'hamer & Bart!ettlt.?

New York, New-York 10097

Tk (21254563075
Fax: (212y 455:2502
behislina@sthisw.com

Pleasaconsidarthe anvironment before printing His email.,

CONFIDENTIALITY NOTE!

“This-e-mail and any:attachierits are. confidential aid may b protacted from: disclosiite: by legal privilege: i you-are-not
theintended recipient be aware that any disclosure; copying, distribution o use of this e-mail orany:gttachment is
prohibited. Ifyou have received this:e-mailin ervor, please notify us. lmmedlateiy by netummg it to: the sender and delete
this copy fromi your systert Thank you: for: yourccopdration.
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Friday, April 12,2013 1108 AM

To: P
- Chiisling, Briary-Janet Kass

ce Pat O'Loughtin

Subject: Re: OVEC ICPA Subcommittee Meenngs Guaranty :

Attachments: I Gusranty Agreement S Guaranty Agraement vl.doct,

[ s discussed thie cail with Jlnd [l and legal counsel for OVEC from eatiierthis week: Based upon the
resufts-of that cail. I bas modified the I cuaranty proposal to:

1. Mke the Sponsoring Companies beneficiaries of the guaranty, as they ate parties to-the ICPA and are
entitled to enforce a payment default under the ICPA and should be-entitfed to-also enforce the guaranty,

Z, Modify the Guaratity to makeltelearthat it correspondsto the description oftheguarantyascxplamdby
OVEC’s legal counsel on the call. These. chang&s should be clarifications not substantive changes.

a

3. Modify the calculstion of the Maximum Amount to mclude; other OVEC costsithaf a Sponsoring Company.
is‘required to pay-whether it takes power ornot; such s unfiiided decominissioning and demolition'costs;
unfunded post:retirerhent benefit abligations; unreimbursed and unfinanced facility additions and
replacements; and minimuni:lGading eventcosts:.

PIeaserevxew_ proposed changes to the: form ‘of guaranty and let: usknowxfyouhavu any questions;
ot cominents priof:to oui call'on Manday mormng

Also, pleasenote that I continues to prefer the option of the assigning company remaifing contingently
i ightforwar pmntgmmnwﬁomwmvesmlmtgradtpmtmthmﬂunmdhabﬁ’ty
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5> 4/9/2013 451 PM >>>
When: Monday, April 15,2013 11:00 AM-12:00 PM (GMT-05:00) Eastern Time (US & Canada).

Where: Conference C1 I
Note: The GMT offset above does not reflect daylight saving time adjustments.

kN kb F R R R

Meeting to discuss the forry 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.

CONFIGENTIALITY NOTE:

This -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.

CONFIDENTIAL OVEC 00194




P ' - " T e

Fromi: ‘Chisling; Brizin
Sant , -Tuesday, April 02,2013 119 PM" _
“Tox -
Ces _'
Subject:. , - RE: OVECICPA Subcommiitee: Meetings - Follow-Up Information.and.  Call

All= | arvavailable di:4/9; except from:11amvto-Noon ET{OVEC Transmission Future Subtemmittee meeting at that:
‘Ui,

Bﬂan Ghisling:

Sijnpson Thacker & Bartiett LLP-
425 Véxinigton Avenge

New York, New. York. 10017

Tel' @12y 455-3075

bchisim@stb!aw com

Pieasa consider the environment before printing this-emaif,

S AU P PO S NNV S

thahks; . .

Craig
>>> R > #/1/2013 307 B>
Janet/Craig,

-and-would like to-discuss the. revise&propnsal with [ 2nd -prior torthe meeting on: Aprll 17
with alk of the OVEC garties. Since [ =~ IR expressed’sone concern with the original proposal we
thought it would be-helpful to. walk through any remaining concerns:as a smalier group first.

Would yau be-gvailable ori Monday, Aptil 877

“Thapks,
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—
From: Chisling, Brian. .
Sent: Tuesday, Aptil 16; 2013 S:51 PM
Tos: B o ‘
Subject: : RE: I Comments on OVEC - I Guarentee:Form

Thanks:Sohn: Your comments.all make sense.

However; as d:heads.up. tﬁyuur team, desmteefforts by-and - 1o wonfrout any d:fferenceswirth - and

d- and -may decnde 1o pursue other optinns, such-as ﬂndmg & waytofit thEH‘ transfer mtoi
-the permltted" transfers under the ICPAot seeking PUCO relief from the. requ(rement toctransfer the. ICPA interests};

‘| will go aver this i more: detai! onthe-call, but wanted 1o give you 4. feads. ups | apologize for youradditianal efforts-on
the form, but it is still possible we.wiit ail be'back discussing it at some point in the-future;

Please le.t:m.e-knwiivpur.have;,aay"qugsﬁonse- -
Thank'yous;

- ﬂrian

‘Brian Chisling:

Simipsons Thacher& Bartiett LLP-
425 Lexington Avenue

New York, New-York 10017

Tell {212)455:3075
Faw-1212)455-2502
‘behisting@sthlaw.cont

Ploase'considr the snvirshment before printing this smak

Fiam:
Sént: Toesday, April 16,.2013.5:25 PM

To: Chislitig, Brian

Subject: I Cormments.on:-OVEC I Guarantee Fofm

erian-
I Connection with tomorrow saorning’s: subicornmittee.call oii the il transfer and guarantee/consent topics, attactied
please. ﬁmt a dqcument which inclijdes —(as Sponsors}) edits or comments for ‘consideration. We'll have: -
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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 review,
retransmission, dissemination 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 contained therein by error, please contact the sender and delete the material from your/any
storage medium. ' ' ‘
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Sent: Mancday, August 12,2013 1:25 PM:
o I
Cc I L
Subject: RE: OVEC/l} Boards of Directors: -~ | RN 1CPA Transfer
' Froposals '
‘Attachments:. I CVEC proposat_signed by JIJII 08-12-2013.paf

R sicvied copy o MM oroRosat is attached,

From; C lﬂslings Bﬂfm [mamn.tmslm@s&mm

Sent: Friday, Juty 19, 2013 1:42 PM

“Tot'nkakins@aep.con’;, ‘tahern@buckeyepower.com’; "ebaker@wpscl.com’; ‘nehodak@aep.com'’; bdoty@uewen.mnf

‘wdgames@vectren. com’; Taskyc@firstenergycorp.com’; ’meleMs@aep.com" memecciffough@aep.com';

‘snelson@frontier-power.com’;. 'poloughlln@hudeeyepcwer com'; ‘fppowers@aep.com’;: 'jhaney@ﬁrstew'gmp

paul thompson@ige-ku:com'; “john.voyles@ige-ku.com'; Whitlock, Chuck; ‘lhillebrand@aep.com” '
Ce:jhrode@avec,com’y'mapeifer@aep.cont; 'djones@ovec.com'; “tom, depauﬂ@lgekmm

"tsboaer@ﬂrshenefgy‘mm.mnf' ‘bvallce@w;:sdmw ‘dde v 4 vec.com’; Cecil, Greg;

“ddecosur@wpsci.con; ‘Chris:Balmer’s ‘Charles E- ‘Zebula; Patricia M castro Llsa R Groff; Melitio, Nick;

‘etic.driscoll@aes.cony'; rgmdﬁ@vemeu.mn‘“‘cgmms@hucheymower com'; Braciey Scotr; Phil Herrington;: ‘Randall

V Griffind; ‘sthaynes@aep.com’; Frass@wpscioom’; Beller, Amy T.; ‘Beach, Rick; Riemanm; Dina 0; ‘Fendig, John';

‘brsignet@aep.com’; Tague,. Nicole A,

Subjects OVEC/IKEC Boards of Directors: -~ 1. Transfer Proposais: .

‘Members of the OVEC/IKEC Boards:

At the ranguest oi_;. attached is a'proposat (ag dtﬂussedxluﬂngme joint Board meeting on July 16th) for the
conserit of the Spansoring Companies to-permit IR to comply. with Ohio’s corporate separation requirements
‘through the transferof its interest in the Inter-Company Power Agreement {ICPA) ta.a newly formed subsidiary. In
-connection with suchtransfer, I proposes o provide an AEP parent guaranity to support the obligations of thes
new subsidlary under: the ICPA, aswell as to agree to certain. cross-defaults relating to such guaranty proposed to be
placed.in theCPA.

‘expects 1o provide s proposal, which we expert to inciude an identical form of parent guaranty-and.
identical term sheet for the proposed consent to assignment.. | Wiuﬁmard:ﬂtat proposal as soon as Freceive it

For themembers of thie ICPA Subcommittee; attached are blacklines showing the changes:made: by to the
proposed-forei of guaranty and term sheet for the proposed consent to assignment; from the:last drafts presented to
‘the subcommittee (hy: eivialf on-Aprill, 2013);

I corinection with these proposats JIII s requested that the ICPA Subcommittes. {copied.in this emiall,
-aloing with other members of the Sponsoring Companies participating in those discussions) conduct a teleconference
1
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‘to discuss the proposals. OVEC proposes that such cali be set for Monday August 5™ at 11am ET. |n 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, | will do my best to pick an
alternative that accommodates the most Sponsoring Companies based on the responses. Please respond by Noon ET.on -

July 24" as to the availability of your representatives.

Please let me know if you have any questions, and please feel free to reach out for any discussions among |
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

Tel (212) 455-3075
Fax: (212) 455-2502

behisling@stblaw.com

Please consider the environment before printing this email,
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Duke ESP 3 -

GUARANTY AGREEMENT

THIS GUARANTY AGREEMENT (this “Guaranty™), dated as of [date], 2013,
is issued and delivered by , a Delaware corporation (the “Guarantor™),
for the account of , a Delaware limited liability company (the
“Obhgg ’), and for the benefit of Olno Valley Electnc Corporatlon, an Ohio corporatlon (the

Background 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 B ary—an e—oth H erctoBeneficiaries (as amended, supplemented of
otherwise modlﬁed ftom ume to tlme, the “Apreement”; and

ies required that the Obligor deliver to the

BeneficiaryBeneficiarics th]S Guarantyasa condm to and inducement to Benrefieiarythe
Beneficiaries to comsent to the Obligor becoming a party to the Agreement with the

Beﬂeﬁemﬁene&@eﬁ

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 BeneficisryBenefjciaries, with effect from the date of the
Agreement, the tlmely payment of the Obhgor ] payment obhgatlons under the Agreement,

Qﬂmﬂm&ﬁmas or when such amounts become due and payable, whether at -
their scheduled due dates, upon acceleration,_as deterr Ge aw.
“Guaranteed Obligations™), and agrees to pay any Guaranteed Obhgatlons w:thm three (3)
business days of demand by Benefie ciaries; provided, however,
. that the Guarantor’s aggregate lzablhty hereunder shall not exceed the maximum amount,
calculated on an annual basis by the-BerefieiaryQVEC, in accordance with the formula provided
in Exhibit A hereto and incorporated herein (the “Maximum Amount™). As of the date of this
Guaranty, such Max1mum Amount is U.S. , as calculated as
shown on‘Exhibit A.! On or before January 31st of each subsequent calendar year (commencing
with calendar year 2014), the-BeneficteryQVEC shall calculate the applicable amount for the
then-current calendar year in accordance with Exhibit A and based on the-BeneficiaryQVEC’s
records and provide notice thereof fo the Guarantor; provided that, until the determination and

! Note: Maximum Amount is based on a calculation for the 2013 calendar year.

002600-D0P1-02023-13763381 - AP19N3 24-3008 PM

CONFIDENTIAL OVEC 00195




niotice to the Guarantor of the new Maxiinum Anioant, the apphcable Maximum Amount forthe
: preuous year shall.continue toapply.

o Subject to theother terms.of this Guaranty, the liability.of the Guarantor undet this
Guaranty is limited to payment: obhgatlons required to. be made Mm,under the
Agreement.

The Guatantoragtmthatﬂm(}ixammwd thgatmnsnmy ‘at any time and from
time ta time exceed the MaxxmumAmolmt without i unpa;rmg the-guaranty hereunder araffecting
the rights ot remedies of the BeneficiaryBeneficiaries:

sneficiaryBeneficiiri , the-oiice-pasties-to the-Agroement; mdmdnallyar

. together (as apphcable under the Amemem), may modxfy amend andlor supplement the
Agreement, may delay of extend the date on which any payment must b made pursuant to' the
Agréement or delay or extend the date-on which any act: miust be.perfermed by the Obligor
thereunder or any:demand for payment under the Agreement may be rescinded, or th&lmlnlity of
‘any person for any part of any payment or any collateral security of other gusrantee or right of

" “offset with. respect to any payment may b& renewed, accelerated, - compromised, “waived,
surrendered-or released by the:BepeBeiaryBeneficiarits or any otherperson; all:without notice to
or further:assent by the Guarantor, who shall remain bound by this Guaranty, notwﬂhstandmg any
suchdct by the Beneﬁetaﬁlﬁgnﬁgm or any other person and waives any deferises based on the
foregoing,.

Waiver of Rights. The' Guarantor expressly waives notice of aceeptance of
‘this: Guaranty, d;hgence, prcsemment, ‘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 Obliger orthe:rassetsoranyothergmm:togorperson,
provided, howeve, that any failure of BeneficiaryBencficiaties to give-notice will-not discharge;..
alfer or diminish in any wiry Guarantor’s obligations under this Guaranty. The Guarantor waives:
any: and-all notices of the creation, renewal, extension or accrual of any of the ‘Guaranteed:
‘Qbligations and notice of or proofof teliance by the BensficiaryBeueficigrics upon this Guaranty,
. and the Guaranteed Obligations shall conc}umve!y be deemed 1o have been:contracted, incurred,,
- renewed, extended, amended; or waived in reliance on'this Guaranty. Thie Guarantor waivesall: -
. defénses based on; and this Guaranty shall be construed, as & continuing, absolite: and.
“uiconditional guaranty: of payment without vegard to;. (i) the vakidity or enforceahility of the
Agreement or any Guaranteed Obligations or any- -other collateral sectirity, other guarantee or dght:
of set off with.respect. thereto. or lack of power or authority 'of, or change, restructuring or
teymingtion «of the: company existence. of structure of, Obligot; (i) any defense; set-off or.
_ counterclaim other than. those to which the. Obligor: may be entitled to. under the. Agreemem and.
(i) suretyshipdefenses or impairment of collateral, in bankruptcy or any-other cifeumstance,
except: any claims or defenses of Obligor under: the Agreement: in. respect of payment or.
perfofmance-of its: obligations under the Agreement.

i MM.MM The: Guamrtor hereby- postpones: and
dinates in favor of the BensSeias ‘any atid all rights which the Guarantor may
'haye to (a) assert any claim agamst the Obligor based on subrogation rights with respect to:

DhRH00-0001-D202°13T63RY 4PN Ao P
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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 full and Obligors rights and obligations under the Agreement have been
terminated. Upon payment in full of such Guaranteed Obligations and termination of the Obligor’s
rights and obligations under the Agreement, BemefieiaryBeneficiarigs agrees that Guarantor shall
be subrogated to the rights of BeneficiaryBeneficiaries against Obhgor 10 the extent of Guarantor’s
payment to Beneficiary-Beneficiaries :

5. Reservation of Defenses. The Guarantor reserves to itself alt 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 from the
bankruptcy, insolvency, dissolution or liquidation of the Obligor and other defenses expressly
waived in this Guaranty, including under Section 2 and Section 3 above.

8. Settlements _ Conditional. If any monies paid to the
BeneficiaryBeneficiaries in reduction of the Guaranteed Obligations of the Obligor under the
Agreement have to be repaid by the BeneficiaryBeneficiaries 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 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 BenefieiaryBeneficiaries; provided,
however, if this Guaranty is replaced by a substitute guaranty pursuant to Section 17(ii), this
provision shall only be apphcable to such substitute guaranty and this Guaranty shall not be
reingtated.

7. Primary Liability of the Guarantor, The Guarantor agrees that the
BeneficiaryBepeficiaries 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 collection. This Guaranty shall not be affected
by any change in the relationship between the Guarantor and the Obligor.

8. Term of Guaranty. This Guaranty shall remain in full force and effect until
the earlier of (i) such time as all the Guaranteed Obligations have been discharged in full or
terminated (including any potential for reinstatement pursuant to Section 6), as confirmed in
writing by the Beneﬁeiaﬁ@gﬁgmg, or (ii) in accordance with the terms for Early Termination
set forth in 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 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 eﬁ'ect w1th respect to such Guaranteed Obhgat:ons unti] ﬁnally and mevocably pald in full

002600-0001-02023-13763381 4013 244008 PM
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7 9, -Goveming Law. This Guaranty shall be govemcd by and construed in
: accordance with 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 Beneficiary’sBeneficiaries’ counsel)
relating to the enforcement of the Benefieiary’sBeneficiaries’ rights hereunder in the event the
Guarantor disputes its obligations under this Guaranty. All payments under this Section 10
together with any payment of the Guaranteed Obligations shall remain subject to the aggregate
amcunt limitations set forth in Section 1.

11.  Submission to Jurisdiction; Waiver of Jury Trial. The Guarantor and the
BeneficiarvBepeficiaries, through acceptance of this Guaranty, submit for any lega) 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.courts of the United
StatedStates of America for the Southern District of New York, and appellate courts from 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 that such action
was brought in an inconvenient court. The Guarantor and the BesefieieryBeneficiaries, 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 represenis 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 mcorporatlon and has the corporate power -
and authority to conduct the business in which it is currently engaged and enter mto and
perform its obligations under this Guaranty;

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

(c) this Guaranty constitutes a legal, valid and binding obligation of the
_ Guarantor enforceable in accordance with its terms, except as affected by bankruptcy,
insolvency, fraudulent conveyance, reorganization, moratorium and other similar laws

relafing to or affecting the enforcement of Benefieiary2sBeneficiaries’ rights generally and
general equitable principles;

(d)  the execution, delivery and perfomlanoe of this Guaranty will not
violate any provision of any requirement of law or contractual obligation of the Guarantor

002600-0003-02023-13763381 : 41113 24:0008 PM
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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 ability to perform this Guaranty);

(e)  no consent or authorization of, filing with, or other act by or in
respect of any arbitrator or governmental authority and no consent of any other person
(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-term senior unsecured non-credit enhanced debt
having at least a BBB- rating from Standard & Poor’s Rating Services, a division of The
McGraw Hill Companies, Inc. (*S&P”), and at least a rating of Baa3 from 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
‘Wwritings in respect to the subject matter hereof. This Guaranty may only be amended or modified
by an instrument in writing signed by each of the Guarantor and the BerefieiaryBeneficjaries.

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 terms or provisions
hereof.

16.  No Third-Party Beneficiary. This Guaranty is given by the Guarantor
solely for the benefit of the BeneficiaryBeneficiaries and itsthejr resnective 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 BeneficiaryBeneficiaries (which consent
may not be unreasonably withheld or delayed) and each administrative agent for any lenders or
noteholders under senjor credit facilities and other senior debt of the-BenefieiaryOVEC (each a
“Senior Agent”). Any purported assignment in violation of this Section.16 shall be void and
without effect. '

17. Earlx Termination. This Guaranty shall terminate (i) ten (10) days after
receipt by the BeneficiaryBepeficiaries of reasonably satisfactory written evidence from the
Guarantor notifying the BenefieiaryBeneficiaries that the Obligor’s long-term senior unsecured

- non-credit enhanced debt has at least a BBB- rating from S&P and at least a rating of Baa3 from

Moody’s; or (ii) immediately, upon the replacement of the Guaranty by substitute security in an

002600-0001-02023-13763381 ' ABLW/13 24:4008 PM
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"amountand m form and substance reasonably acceptable;ta the BeneficiaryBeneficiaries (and their

18, Notices: Any communication, demand or notice ta be gm:nheratmder wilf
bE duly gnwn when' delivered in writing or sent by facsitnile to the Giaranto: of to the
Beneficia eficiaries, as applicable; at its address as indicated below:

If to-the Guarsntor, at:

Ohio Va[ley Electric Cnrporatlo:l
3932 U.S. Route 23 '
Piketon, Ohio 45661
Facsimilé: (740) 2897284

_ Attn; Treasurer

With a-copy to: y

Ohio Vailey Electric Corporation.
1 Riverside Plaza

002500-0091-2023:1376338) P30 PM.
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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 Benefici able jaries shall from time
to time specify. Notice shall be deemed given (a) when recelved as evxdenced 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 pm local time,of
recipient, or {¢) 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, the Guarantor has executed this Guaranty as of the
day and year first above written.

.' By:
Name:

002600-0007-02023- 13763381 : 47310013 24:4008 PM
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Exhibit A - Annual:Calcualation of Maximum Amount ([nclndmg calenlation as of the dite'of
thie Guaranty entil reset i in ‘secordance with. Section 1 thereof)

$1,596.486,240 nsiesQVEC’S aggregals, consohdaxed Jong-termi debt as of
Deccmba 3istof the prc\nous calcndarym,
3 0 & § reasotiably’ expected addmonal Iong—term debt for-the

basedion Benefic Ol long-term forecast of

%3 aggmgate consolidated shartterm debt as of

December 31st of: the previous calendar year (including: all amounts
available under revolving credit or similar- facilities; whether currently
drawn or. not),

s mesombly cxpccted aeldmonal short-terin:debt forthe
‘on: e QVEC ‘:long—tcrmfomcast_gf'

$ 732,084,000  Anamountequaltotwelve(12) times the-average monthly billable costs of -
the—Beneﬁem-aQYﬂQ for" the current calendsr year, as approved in
elayQVEC’s current biidget for such period (or if not yet. approved,

based o, 110% ofthe. Tast appmved annual budget).

$ 2628576240  Subtotal

$ ;Obligo*r’s share ot the above subtotal based on its “Power
ﬁ— Parficipation Ratio™ (as defined i the Agreement). as of Janaary Istof.
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the current year.
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1

Proposed Consent Agreements: The Guaranty would be entered into in connection
with documents consenting to the assignment of the inferests by the applicable Sponsoring
Company under the Inter-Company Power Agreement (“ICPA™) to the identified new Sponsoring
Company. Consent to such ass;gnment would be necessary from each of the other Sponsoring
Companies under the ICPA_(and _the : ssary), and from the
administrative agent for any lenders or noteholders under OVEC’s senior t:redrt facilities and other
senior debt. “For discussion purposes and based on preliminary feedback from some of the
Sponsoring Companies, below is an outline of the basic terms of a proposed consent agreement.

1. Consent to Assignment. The applicable parties would consent to the
proposed assignment and the form ofthe relevant documents to be executed as of the 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 well as a separate consent from 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 hab:htles) The consent agrecments would be effective,
subject to any necessary regulatory approvals immediately upon execution by all parties;
provided that, if the proposed a351gnment is not cansummated 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” of the applicable-
Sponsonng Company pursuant to Section 11.01 of the ICPA, and (unless and until cured) OVEC

g Company would be able to exercise all available remedies at law or in equity,
mcludmg (thhout hm1tanon) suspension of semce to the defamlbng Sponsoring Company under
the ICPA. In addition, OVEC and ez : ), anies shall be entitled to make a
claim under the credit support then in effect for all damages relatmg to such default and any other

costs, mdemmnes and expenses | lncurred or owing in connecnon w:th such default and the exercise
3 a defa

) orj antor to QVEC, The apphcable events of defau]t (and
cure penods lf any) w1th 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 would be advisable to obtain FERC approval
for the applicable portions thereof. OVEC is reviewing the need for any other regulatory
approvals, including from state commissions in Kentucky and Virginia (who have
approved recent material amendments to the ICPA).

007600-000]-02023-13763381 4MIGN3 ILHA0E P
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(a)  any representation or- warranty 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 mthm thirty (30)
days after receipt of notice thereof from OVEC or the Spopsoring Comp:

(b)  the fajlure of the entity issuing the Guaranty (or repIacement credit
support) to make any payment required or to perform any other material covenant or
obligation under the applicable credit support agreement (and such failure is not remedied
within three (3) business days afier written notice thereof from OVEC_or the Sponsoring

Companies);

(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 bankruptcy, insolvency, reorganization or
similar law, or has any such petition filed or commenced against it, (ii) makes an
assignment or any general arrangerment for the benefit of creditors, (jii) otherwise becomes
bankrupt or insolvent (however evidenced), (iv) has a liquidator, administrator, receiver,
frustee, 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

er-than F : eFmiS) in any material respect, mciudmg
(without lumtatlon, 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
the ICPA (the “Permitted Expiry™);

(e) the entity issuing the Guaranty (or replacement credit support)
repud1ates, disafﬁn'ns disclaims, or rejects, in whole or in part, or chal]enge the vahd:ty of .

(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 expiration 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-current letter of credit is not delivered to OVEC and the
Sponsoring Companieg at least thirty (30) days prior to the expiration date of the
then-current letter of credit and 2 replacement credit support (satisfying .all of the
applicable requirements for a replacement credit support) is not delivered to OVEC and the
Sponsoring Companies prior to such 30-day period; or (Bii) if, at any tire prior to the
Permitted Expiry, the letter of credit issuer is no longer an “Acceptable Letter of Credit
Provider” (as set forth below) or ts subject to a bankruptcy or insolvency event and a
replacement credit support (satisfying all of the applicable requirements for a replacement

credit support) is not delivered to OVECMMMM within 10 days

002600-0001-02023-13763381 ) 451013 24:4008 PM
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after such event; provided that, OVEC and the Sponsoring Companigs shall be permitted to
draw on the applicable 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 shall 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_gnd_the Sponsoring
Companieg 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 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 Expiry); provided that, if
subsequent to such draw down of a cash security deposit from the letter of credit, the applicable
Sponsoring Company provides a Teplacement credit support: (satlsfymg all of the applicable
requirements for a replacement credit support), OVEC agd the panjes shall return
to the applicable Sponsoring Company (or its designee) a sum of cash equal to (1) the amount of the
cash security deposn obtained as a result of such draw down, mmus (ii) the aggregate amount of

and ihe mpagies on such cash security deposxt
as permitted hereunder, including for relmbursement of covered out-of-pocket expenses in
comnection with enforcement actions. In connection with the foregoing, OVEC_and the
Sponsoring Companies shall be required to keep any cash security deposit in a separate interest
bearing account, and, shall not be entitled to use, possess, invest, commingle, assign, sell, 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 shall be
the sole property of OVEC and fhe St es and shall be payable by OVEC. and the
Spopsoring Companies to the apphcable Sponsonng 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 applicable Sponsoring
Company is permitted to replace the Guaranty (or other replacement credit support then in effect)
with other acceptable, replacement credit support as follows:

(a)  a guaranty, in'form and substanoe substanually su:mlar to the'

n - s, -
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-credit enhanced
debt having at least a BBB- rating from S&P and at least a rating of Baa3 from Moody’s
(or, if not then rated by both such rating agencies, 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 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 billion and (3) with long-term senior 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

002600.0001-02023-1376338) : 41013 34:4008 PM
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Moody s {(an “Acceptable Leiter of Creth Prowder”), and (y) in a form reasonably
acceptable 1o OVEC,_gach of the §; RS : : e lende
necgssarv) ard each admlmstrauve agent for any of OVEC’s denders 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-applicable maximum liability
cap under the Guaranty and subject to the same annual adjustments (or. timely replacement
or supplement (which may be an amendrnent to the stated amount of such letter of credit)
with a substantially similar letter of credit i in such adjusted amount); (B) such letter of
credit names OVEC and g2 g soring Companies as the benefieiarybeneficiaries
thereunder; {C) drawings under the letter of credit are permitted upon a signed statement
from an officer of the beneficiary of the letter of credit that the amount of drawing is owed
to the beneficiary pursnant io 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 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 if the
issuer is no longer an Acccptable Letier of Credit Provider, subject to any cure rights; and
(G) the letter of credit requlres the issuer thereof to provide at least 60 days’ notice to

and ea npagy of the renewal or non-renewal thereof and provides
that the beneﬁclary may -draw the full amount of the letter of credit if such letter of credit is
not renewed or extended; or

(c) other replacement cred1t support in form and substance reasonably
acceptable to OVEC, ¢ el
necegsary), and with the. prnor written conserit (m its sole dlscrehon) of each administrative
agent for any of OVEC’s lenders or noteholders under senior credit facilities and other
senior debt.

Upon any such replacement, the obligations of the applicable Sponsoring Company covered by
such credit support (including with respect to prior periods and including all enforcement and
other expenses relating to any repiaced credit support) shall be assumed in full under such
replacement credit support agreement and the former credit support agreement shali be terminated.

002600-0001-02023-13763381 410/13 24:4008 PM

CONFIDENTIAL OVEC 00208




Document aompanson by Workshare Compare on Wednesday, April 10, 2013

owerDocs://COLUMBUS/733005/1

Guammy_ Agreemen
t
PowerDocs://COLUMBUS/733085/3
—' “"“““‘”“’""_"“‘""euarantv Agreeman|
t
Thompson Hine Standard

Stylﬁch:ige
Format change
inserted cell
[Deleted cell
[Moved cali
SphittMerged cell | -

[Padding cell

Count
Insertions o 128
|Deletions e 78
Moved from | 0
Moved to 0
Style change 0
Format changed . 0
) Total changes | 206

CONFIDENTIAL OVEC 00209




PUCO Case No. 14-841-EL-5S0; 14-842-E1-ATA

HIGHLY CONFIDENTIAL PROPRIETARY TRADE SECRET OMA-POD-02-012 HIGHLY CONF

Produced for purposes of PUCO Case Nos. 14-841 and 14-842 coly
ATYORNEYS EVES ONLY

Duke ESP 3 -

" QHIO VALLEY ELECTRIC CORPORATION
Minutes of Special Mesting of the
* Board of Directors held July 18, 2013

A Special Meeting of the Board of Direciors of OHID VALLEY ELECTRIC
CORPORATION (OVEC) was cafled to order by the President on a conference call on Tuesday,
July 16, 2013, at 9:00 a.m., pursuant to notice duly given.

Nicholas K. Akins, President of the Comporation, acted as Chalfman of the meeting, and
John D. Brodt, CFO, Secratary and Treasurer of the Cosporation, acted as Sacretary of the
meeting.

Mr. Brodt reported that the following Directors were prasent on the conference call for
the meeting:

iy J. Ahern Staven K. Nelson
Eric D. Baker Patrick W. O'Loughlin
Willam S. Doty Robert P. Powers
James R, Haney Paul W. Thompson
Lana L. Hillebrand John N, Voyles
Mark C. McCuliough Chartes Whittock

Mr. Akins asked Brian Chisling, Simpson Thacher and Bartiett, LLP, to provide feedback
from the subcommittee formed to review the proposed transfer of interests in the Inter-Company
PowAgmM(lCPA)byﬂnSpompﬁnqumrﬁummomm“pamﬁonm.
Mr. Chisling reported that the subcommittee had met on several cccasions, in person and by
phone, 1o discuss proposed alternatives 1o comply with the investment grade transfer
requirement in the ICPA. Mr. Chisling advised that the subcommilfee reviewed several
proposals including requiring the new unregulated company secure an investment grade credit
reling or asue a parerd company Quaranty with an annusl Yebillty Vit for the iswreguiaied
company without a credit rating. Mr. Chisling stated that the subcommittee was unable to reach
unanimoirs consent upon which credit rating format was agreeable to all parties of the ICPA.

Mr, Akins advised that the Ohlo Sponsoring Companias are obligated by orders of the
Public Utilties Commission of Ohio (PUCO) to separate their generation assels from their
reguiated entities. Mr. Aking indicated that he expecied all of the Ohio Sponsoring Companies
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PUCO Case No, 14-341-EL-550; 14-842-EL-ATA
HIGHLY CONFIDENTIAL PROPRIEFTARY TRADE SECRET OMA-POD-82.012 HIGHLY CONF
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that have not yet complied with the PUCOQ order to send a compliance proposal to the remaining
Sponsering Coimpanies to accept or reject the proposal so that each impacted Ohlo Sponsoring
Company can comply or fite with the PUCO to modify their PUCO order.

The Board discussed certsin options and agreed that the Sponsoring Companies shoukd
respond to the individual proposals from any Ohio Sponsoring 60mmyammwmw
with its PUCQ order.

Mr. Akins asked Mr. Chisling to raport on the feedback from the subcommittee exploring
the costs and benefits of divesting OVEC's transmission facilies. Mr. Chisling stated that the
subcommittee reviewed the pros and cons of joining {or having its generation sarved hy) PiMt

interconnection LLC (PJM), an adjoining reglonal transmission organization, or transferring the

OVEC-IKEC transmission aseets to a third party (who fikely wouid operate within PJIM).
Mr. Chisiing advised that these options coud produce @ cost savinge of approximately S
per year, but that difficultios in moving power and' futwe cost uncertainly preventad the
Sponsors from agreeing on these alternatives.

After some discussion by the Board, Mr. Akins asked the subcommittes to continue to

work on poasible third party transactions and asked the OVEC Oparating Committee to review-

whether or not to join PJM, with each reporting its findings to the Board.

There being no further busingss to come befora the Board, the mesting was adjcumed.

Secratary
HIO VALLEY ELECTRIC CORPORATION:
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‘nkakins@aep.com’; "tahern@buckeyepower.com’; ‘ebaker@wpsci.com’;
‘pehedak@aep.com’; 'bdoty@vectren.com'; ‘wdgames@vectren.com’;
‘laskyc@firstenergycorp.com’; ‘melewis@aep.com’; ‘memccullough@aep.com’;
‘snelson@frontier-power.com’; ‘poloughlin@buckeyepower.com’; 'rppowers@aep.com’;
‘jhaney@firstenergycorp.com’; "paul thompson@ige-ku con’; "john. voyies@lge-ku com’;

brodt@ovec.com’; ‘mapeifer@aep.com’; 'dJones@ovec.com' ‘tom depauli@lge- :
ku.com'; ‘tstoner@firstenargycorp.com’; ‘byvalice@wpsci.com’; ‘ddezeeuw®wpsti.com”
‘rmattey@ovec.cony; Cecil, Greg; 'ddecoeur@wpsci.com’; *Chris Balmer’; ‘Charles E
Zebula', 'Patricia M Castro'; 'Lisa R Groff'; Melilto, Nick; ‘eric.driscoli@aes.com’;
rgoocher@vectren cormv'; 'cgrooms@buckeyepawer.com’; ‘Bradley Scott’; 'Phit
Herrington'; "Randail- V Griffin’; ‘sthaynes@aep.com’; ‘jkass@wpsci.com’; Beller, Amy T ;
Beach, Rick: Riemann, Dina O; ‘Fendig, John’; 'hrsignet@aep.com’; Tague, Nicole A.

RE: OVEC/IKEC Boards of Directors — ICPA Transfer

Fronw: Chisling, Brian <bchisling@stblaw.com>
Sent: Monday, July 22, 2013 12:31 PM
To:
Whitlack, Chuck; ‘lhiflebrand@aep.com’

Ce:
Subject:

: Proposals
Attachments: S Proposal 22July2013.pdf
All,

As promised, attached is the
and identical term sheet for

—:}oposal. The proposal includes an identical form of parent guaranty

the proposed consent to assignment.

| will send dial in information for a meeting once | receive responses from all of the members of the ICPA Subcommittee

(requested by Wednesday at Noon).

Please let me know if you have any questions.

Thank you,

- Brian

Brian Chisling

Simpson Thacher & Bartleit LLP
425 Lexington Avenue
New York, New York 10017

Tel (212) 455-3075
Fax: (212) 455-2502
behistina@sthlaw.com

Flease consider the environment before printing this email.
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NN
Sent: Monday, July 22, 2013 10:05 AM.
S Ter Chisling, Brian: *
Ca
Subject: - roposal _
Attachments: Il Proposal 22)uly2013.pdf*

‘Brian, attached is ourdocument that  hassigned. .

-Hé used to say, “Who.ever dies witly the 1ost toys wins-
Butif he loses hissqul; what has he gained in the.end'
‘il take a shack on:a rock

Over a-castie.In the sand.”

‘Mark:Hall Lead Singer-Casting Crowns; "American Dream® from the Albusn.Casting Crowns
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IR PROPOSAL

FOR ASSIGNMENT TCNNERESENSSNIN UNDER

THE OVEC AMENDED AND RESTATED INTER-COMPANY POWER AGREEMENT .

]

@) to each Sponsoring Company under the ICPA to outline proposa s
requested assignment to* of its rights, title, mterests and
obligations under the Amended a estated Inter-Company Power Agreement dated as of

September 10, 2010 (the "ICPA").

the

DATED AS OF SEPTEMEBER 10, 2010

This PROPOSAL is pfowded b

The following items as identified in paragraphs 1 through 7 below shall be identified as

* Proposal for the tems and conditions related to [Jrequested
assignment related to the ICPA (the JJJiProposal™): :
1.

has received the approval of the Public Utflities Commission of Ohio and the
Federal Energy Regulatory Commission to separate its generation assets fromh its

transmission and distribution assets.
2 In connection with regulatory approvals, proposes to effectively transfer its
an unregufated wholly-

rights, title, interests and obligations under the 1CPA to
owned subsidiary of by obtaining the unanimous
written consent from ponsonng Companies any other necessary party) as

required under the ICPA,

3 In connection with obtaining the unanimous written consent from each
Sponsoring Company, [Jlllwill () execute a consent agreement with all the Sponsoring
Companies detailing the agreed upon consent for assignment, the related obligations
assumed by the assignee under the ICPA and the necessary credit support
requirements (the “Consent Agreement”} {Seg Exhibit 1, P t

Term Sheet_aftached herelo) and (i) provide a guaranty agreement (the "Guaranty
Adreement”) executed by for the benefit of Ohio Valley Electric Corporation
("OVEC") to cover payment obligations under the ICPA up to the Maximum
Amount ( defined in the Guaranty Agreement) (See Exhibit 2, Guaranty Agreement,
attached herelo).

4, Guaranty Agreement Specifics.

will propose and follow the form of

. Guaranty Agreement as provided in Exhibit 2, which provides for the following key

CONFIDENTIAL

provisions:

a. Maximum Amount. The guaranty will have a mdnetaty cap equal to the
Maximum Amount and will refmain in full force and effect until all the guararteed
obiigations have been discharged in full up to the Maximum Amount,

b. Calculation of Guaranty Maximum Amount OVEC shall recalculate the
Maximum Amount based on [} Power Participation Ratio on an.annual

basis, which amount shall be based on the following line tem obligations:

OVEC 00230




OVEC's aggregate consolidated long-term debt as of December 31 of the
previous calendar year.’

- (i) 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.

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

(iv). QVEC's aggregate, consolidated short-temm debt as of 'Decemher 31st of the
previous calehdar year (including all amounts available under revolving credit
or similar facilities, whether currently drawn of not).

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

{vi) An amoeunt equal to tweive {12) times the average monthiy billable costs of

. QVEG for the current calendar year, as approved in OVEC's current budget

far such period (or if not yet approved, based on 110% of the last approved
annual budget).

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

¢. Guarantor To Mamtam investment Grade Rating. The Guaranty Agreement and
Consent Agreement provide that the Guarantor has, and must maintain, a long-

term senior unsecured non-credit enhancad debt rating of at l¢ast 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.

d. Riaht to Substitite Guaranty Agreement. . JJimay terminate #s Guatanty

" Agreement if ] () 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 ane agency, but not both, must have the requisite cating by one of such

agencies, or (ii) provides a substitute acceptable security, including a letter of
credit.

5. Consent Agreement Specifics. [l will propose and follow the form of Consent
Agresment as provided in Exhibit 1, which provides for the following key provisions:

a. Release of Jj under the ICPA. The Consent Agreement wouid provide that a
Sponsoring Company proposing to assign its interests under the ICPA would no

longer be liable under the ICPA and the assignhee entity would assume all such
liabilities.

b. Additional Payment ult u 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 QVEC would be able to exercise all avallable remedies at law or in equity,
including suspension of service to the defaulting Sponsoring Company.
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c. Replacemsent Credit Support. The Consent Agreement would add the ability of
the Sponsoring Company to replace the Guaranty Agreement (or such credit
support in effect) with other acceptable credit support, including:

()] a guaranty in a form similar to the current Guaranty Agreement or
-+ other acceptable form issued by an affiliate of the appiicable
© - . Sponsoring Company with iong-term- senior unsecured non-credit
.~ - enhanced debt rating of at least BBB- by 8&P and Baa3 from
Moody's; or if rated by oniy one agency, but not both, must have

the reguisite rating by one of such agencies; or

[17}] an imevocable 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-applicable Maximum Amount
under the Guaranty Agreement. :

6. R vill schedule a meeting during the week of August 5* to provide the
Sponsoring Companies with an opporiunity o ralse any questions, or present any
remarks for discussion, regarding the Proposal, including the base forms of the
Guaranty Agreement and the Consent Agreement.

7. Should receive unanimous acknowledgment from the Sponsoring
Companies. for s proposed transfer as provided for under these terms and
conditions of the Proposal, then shall work with OVEC and &ll 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 Sponsonng Companies. -

Aftached hereto is a Sponsoring Company Acknowledgment form, which we are requesting
each Sponsoring Company fo fill out in accordance with its position on the Proposal and
that aach Sponsoring Company return the form to | by August 15, 2013 (the “Response Due
Date”). Piease note, in the event a Sponsoring Company chooses not to return a Sponsoring
Company Acknowledgment form to [} and identify either its agreement or disagreement with
the lllProposal by the Response Due Date, [ilfshall presume that the Sponsoring
Company i in disagreamerit with the -Proposal

Date; & !kL S013
i .
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SPONSORING COMPANY ACKNOWLEDGMENT

| - TO THE ISR P ROFOSAL FOR |
© ASSIGNMENT TO  UNDER THE AMENDED AND RESTATED
INTER-COMPANY POWER -AGREEMENT DATED AS OF SEPTEMBER 10, 2010

Please evidence your agreement or disagreement with the JJJJj Proposal by Augbst 15, 2013,
by checking one of the boxes below and signing in the appropriate signatory block and refum

one fully executed original to I
['] SPONSORING COMPANY AGREES WiTH THE [N PROPOSAL

[] SPONSORING COMPANY DISAGREES WITH THE
PROPOSAL '

SPONSORING COMPANY

Name:

Titla:

Date;
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Exhibit 1

Propased Consgnr;dgreemeuts

Term Shect .

. . The Guaranty would be entered into in connecnon with documents consentmg to
the assignment 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 from each of the other Sponsoring Companies under the ICPA,
and from the administrative agent for any lenders or noteholders under OVEC’s senior credit
facilities and other senior debt. For discussion purposes and based on preliminary feedback from
some of the Sponsoring Companies, below is an outline of the basic terms of a proposed consent
agreement.

1. Consent to Assignment. The applicable parties would consent to the
proposed assignment and the form of the relevant documents to be executed as of the effective
date of the assignment. A separate consent {on substantially the same form) would be used
among cach of the Sponsoring Companies proposing to assign its interests and the other
Sponsoring Companies, as well as a separate consent from 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 goaranty 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 Iiabilities}. The consent
agreements would be effective, subject to any necessary regulatory approvals,’ immediately
-upon execution by all parties; provided that, if the proposed assignment is not consummated by
an agreed outside date, the consent would automatically expire.

2. Effect of Default under or Replacement Credit Su 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” of the
applicable Sponsering Company pursuant to Section 11.01 of the ICPA, and (unless and until
cured) OVEC would be able to exercise al] available remedies at law or in equity, including
(without limitation) suspension of service to the defaulting Sponsoring Company under the
ICPA. In addition, OVEC shall be entitled to make a claim under the credit support then in
effect for all damagcs relating to such default and any other costs, indemnitics 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) 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 consemt agreement among all of the 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 reviewing the need for any other
regulatory approvals, including from state commissions in Kentucky and Virginia (who
have approved recent material amendments to the ICPA).
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{a) any representation or warranty 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 ﬁ'om OVEC)

(b) the failure of the entity issuing the Guaranty (or replacement credit .
support) ta make any payment required or to perform any - .other’ material covenant or
obligation under the appiicable credit support agreement (and such failure is not remedied
within three (3) business days after written notice thereof from QVEC);

{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 banksuptcy, insolvency, reorganization or
similar law, or has any such petition filed or commenced against it, {if) makes an
assignment or any general arrangement for the benefit of creditors, (ili) 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 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 accordance with its terms) in any material respect,
including (without limitation, in an amount equal to the thencurrent Maximum Amount)
prior to the termination or expiration of all of the applicable Sponsoring Company’s
obligations under the ICPA (the “Bermitted Expiry");

(e} - the entity issuing the Guaranty (or replacement credit support)
repudiates, disaffirms, disclaims, or rejects, in whole or in part, or challenge the validity
of the applicable credit support agreement;

()  the longterm senior unsecured non-credit enhanced debt of the
entity issning the Guaranty (or replacement credit support) fails to maintain at least a

'BBB- rating from S&P and at least a rating of Baa3 from Moody’s (or, if not rated by

both such rating agencies, then having the requisite rating by one of such agencies) and
the applicable Sponsoring Company fails within ten (10) business days thereafter to
provide replacement credit support (as described below); or

_ (g)  with 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 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-current 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)
if, 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 bankruptcy |
or insolvency event and a replacernent 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 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 procesds from
any draw, and in such-event such cash shall satisfy, in whole or in part, the reqmrement
of rcplacement 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 duplication 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 dssuming that the
expiration date of the leter 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 applicable Sponsoring

- Company provides a replacement credit support (satisfying all of the applicable requirements for
a replacement credit support), OVEC shall return to the applicable Sponsoring Company (or its
designee) a sum of cash equal to (3) the amount of the 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 déposnt as permitted hereunder, including 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 secunty deposit in a separate interest bearing account,
and, shall not be entitled to use, possess, invest, commingle, assign, sell, 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 interest on such cash security deposit shall be the sole
property of OVEC and shall be payable by OVEC to the applicable Sponsoring Company (or its
designee) on the date, if any, on which the cash security deposit is required to be retumed in full
to such Sponsoring Company (or its designee) hereunder.

3. Replacement Credit Support. At any time, the applicable Sponsoring
Company is permiited to replace the Guaranty (or other replacement credit support then in effect)

with other acceptable, replacement credit support as follows:

(a) a guaranty, in form and substance substantially similar to the
Guaranty or otherwise satisfactory to OVEC 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-credit enhanced debt having at least a BBB- rating from S&P and at least a rating of
Baa3 from Moody’s (or, if not rated by both such rating agencies, then having the
requisite rating by one of such agencies);

(b)  an irrevocable, standby letter of credit (x) issued by & major U.S,
commercial bank or the U.S. branch office of a foreign bank, which, in cither 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) with lohg-term senior 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
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least A3 from Moody's (an “Acceptable [etter of Credit Provider™), and (v) 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-
applicable maximum liability cap under the Guarenty 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 OYEC as the beneficiary thereunder;
(C) drawings under the letter of credit are permitted upon a signed. statement from 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 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 if the 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 full
arnount of the létter 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
facilitiés and other senior debt. ‘

Upon any such replacement, the obligations of the applicable Sponsoring Company covered by

such credit support {including with respect to prior periods and including all enforcement and

other expenses relating to any replaced credit support) shall be assumed in full under such

replacement credit support agreement and the former credit support agreement shall be
" terminated. .
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Exhibit 2

GUA TY AGREEMENT

THIS GUARANTY AGREEMENT (this “Guaranty™), dated as of [date], 2013,
is issued and .delivered by a Delaware corporation (the
“QGuarantor™), for the account of , a Delaware limited liability
company (the “Obligor™), and for the benefit of Qhio Valley Electric Corporation, an Ohio
corporation (the “Bepeficiary™).

Background 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 Beneficiary and the other parties thereto (as amended, supplemented or otherwise
modified from time to time, the “A_ggge_m_e_n_ : 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 Obligor becoming a
party to the Agreement with the Beneficiary.

Agreement

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

1. Guaranty; Limitation of Liability. The Guarantor hereby absolutely and
unconditionally guarantees to the Beneficiary, with effect from the date of the Agreement, the
timely payment of the Obligor’s payment obligations under the Agreement, as or when such
amounts become due and payable, whether at their scheduled due dates, upon acceleration or
. otherwise (the “Guaranteed Obligations™), and 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 formmla provided in Exhibit A hereto and
incorporated herein (the “Maximum Amount™). As of the date of tlus Guaranty, such Maximum
Amount is U.S. , as calculated a8 shown on Exhibit A." On-or before January 31st
of each subsequent calendar year (comuencing with calendar year 2014), the Beneficiary shall
calculate the applicable amount for the then-current calendar year in accordance with 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 of the new Maximum Amount, the
applicable Maximum Amount for the previous year shall continue to apply.

Subject to the other terms of this Guaranty, the liability of the Guarantor under
. this Guaranty is limited to payment obligationsg reqmred to be made by the Obligor under the
Agreement.

! Note: Maximum Amount is based on a calculation for the 2013 calendar year.
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The Guarantor agrees that the Guaranteed Obllgatlons may at any time and from
time to time exceed the Maximwn 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
Obi:gor and the other parties to the Agreement, individually or together (as applicable 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 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 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 further assent by the Guarantor, who shall remain 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 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 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 the Guaranteed
Obligations and notice of or proof of reliance by the Beneficiary upon this 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 al}
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 the
Agreement or any Guaranteed Obligations 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
termination of the company existence or structure of, Obligor, (ii) any defense, set-off or
counterclaitn other than those to which the Obligor may be entitled to under the Agreement and
(iil) suretyship defenses or impairment of coilateral, in bankruptcy 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. 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 Obligor 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 Obligor’s assets, until all Guaranteed Obligations have
been paid in full and Obligors rights and obligations under the Agreesment have been terminated,
Upon payment in full of such Guaranteed Obligations and termination of the Obligor’s rights and
obligations under the Agreement, Beneficiary agrees that Guarantor shail be subrogated to the
rights of Beneficiary against Obligor to the extent of Guarantor’s payment to Beneficiary.
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5. _Reservation of Defenses. The Guarantor reserves to itself all 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 from the bankruptcy, insolvency, dissolution or liquidation of the Obligor and other
defenses expressly waived in this Guaranty, including under Section 2 and Section 3 above.

6. Seitlements Conditional. If any monies paid to the Beneficiary in
reduction of the Guaranteed Obligations of the Obligor 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 in force or otherwise, the liability of the
Guarantor 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, _!]mu__g:, if this Guaranty is replaced by a

- substitute guaranty pursuant to Section 17(ii), this provision shall only be apphcable to such
substitute guaranty and this Guaranty shall not be reinstated.

7. mary_Ligbility of the Guarantor. The Guarantor agrees that the
Beneficiary may enforce this Guaranty without the necessity at any time of resornng 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 Guaranty. This Guaranty shall remain 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 terminated (including any potential for reinstatement pursuant to
Section 6), as confirmed in writing by the Beneficiary, or (ii) in accordance with the terms for
Early Termination set forth in Section 17 (the “Expiration Date”). In the event this Guaranty’s
Expiration Date is determined pursuvant 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 with respect to such Guaranteed
Obligations until finally and irrevocably paid in full up to the Maximum Amount.

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

10.  Expenses. The Guarantor agrees to pay all reasonsble 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
obligations under this Guaranty. All payments under this Section 10 together with any payment
of the Guaranteed Obligations shall remain subject 16 the aggregate amount limitations set forth
in Section 1.

11.  Submission to Jurisdiction: Waiver of Jury Tria]l. The Guarantor and the
Beneficiary, through acceptance of this Guaranty, submit for any legal action relating to this
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Guaranty or for :ecogniﬁon or enforcement of any judgment in respect thereof, to the non-

exclusive jurisdictior: of the courts of the State of New York, the courts of the United States of
.- America for the Southern District of New York, and. appellate courts from any. thereof, and .- -
' consents that-any such action may be brought in such courts and waives'any objection it may
. now ot heréafter 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 acceptanoe 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 of the date of this Guaranty;

CONFIDENTIAL

(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 currently engaged and enter
into and perform its obligations under this Guaranty;

- (b) it has the corporate powe-r and authority ;md the legal right to
execute and deliver, and to perform its obligations under, this Guaranty, and has taken all
necessary corporate action to authorize its exec\mon, delivery and perfomm of this
Guaranty;

{c}y  this Guaranty constitutes a legal, valid and binding obligation of
the Guarantor enforceable in accordance with its terms, except as affected by bankruptcy,
insolvency, fraudulent 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, delivery and performance of this Guaranty will not
violate any provision of any requirement of law or contractual obligation of the
Guarantor {except to the extent that any such violation would not reasonably be expected
to bave a material adverse effect on the Guamntor’s ability to perform this Guaranty);

(¢)  no consent or authorization of, filing with, or other act by or in
respect of, any arbitrator or governmental authority and no consent of any other person
(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 obtmned or made prior 1o the date hereof and
remain in full force and effect; .

f)  nolitigation, investigation or procwdmg of or before any arbitrator
or govermnemal authority is pending or, to the knowledge of the Guarantor, threateped

‘by or against the Guarantor relating to this Guaranty or that would have a material

adverse effect on the Guarantor’s ability to performn this Guaranty; and
(g} Guarantor has long-term senidr unsecured non-credit enhanced

" debt having at least a BBB- rating from Standard & Poor’s Rating Services, a division of

The McGraw Hill Companies, Inc. (“S&P™), and at Jeast a rating of Baa3 from Moody’s
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Investors Service, Inc. (“Moody’s”) (or, if not rated by both such ratmg agencles, then
havmg the requlsne ratmg by one of such agencm)

E&ML_JAQMM Tlus Guaranty integrates’ all of the terms

and condrhons mcnhoned herein or intidental hereto and supersedes all oral negotiations and "
prior writings in respect to the subject matter heveof; This Guaranty may only be amended or
medified by an instrument in writing signed by each of the Guarantor and the Beneficiary. .

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 terms or
provisions hereof.

15.  No_Third-P. eneficiary. This Guaranty is given by the Guarantor
solely for the benefit of the Beneficiary and its successors, transferees and assigns, and is not fo
be relied upon by any other person or entity other than any Senior Agent (as defined below).

16.  Agsignment. 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 withheld 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 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 from the Guarantor
notifying the Beneficiary that the Obligor’s long-term senior unsecured non-credit enhanced debt
has &t Jeast a BBB- rating from S&P and at least a rating of Baa3 from Moody’s (or, if not rated
by both such rating agencies, then having the requisite rating by one of such agencies); or (ii)
immediately, upon the replacement of the Guaranty by substitute security in an amount and in
form and substance reasonably acceptable to the Beneficiary and the Senior Agent.

18.  Notices. Any conunmucanon, demand or nohce 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 Guarentor, 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
Attn: Treasurer

With a copy to:

Ohiio Valley Electric Corporatio:

1 Riverside Plaza ‘

Columbus, Ohio 43215

Facsimile: (614) 716-6494

Attn: Vice President and Chief Operating Officer

or such other address as the Guarantor or the Beneficiary shail from time to time specify. Notice
shail be deemed given (8) 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 4:00 p.m. local time of
recipient, or (c) the next business day, as evidenced by transmission confirmation report, if sent
by facsimile and received after 4:00 p.m. local time of recipient.
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. IN WITNESS WHEREOF, the Guarantor has executed this Guaranty as of the
. day and ycar first above Wntten )

B ._GUARANTOR

By:
Name:
Title:
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. Exhibit A - Annnal Cnlcnhﬁon of Maximum Amount

Calculauon as of the: date of the Guaranty for the then-current calendar year until met in
accordanee watll Section 1 thereof

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

356,817,268  The amount required to be deposited with the trustee to either make-whole

$
or defease the bonds as of December 315t of the previous calendar year,
$ 0  Beneficiary’s reasonably expected edditional long-term debt for the

current calendar year based on Beneficiary’s long-term forecast.

$ 300,000,000 Béneﬁéiary’s aggrégate, consolidated short-term debt as of December 31st
- of the previous calendar year {(including all amounts available under
revolving credit or similar facilities, whether currently drawn or not).

3 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 the average monthly billable costs
: of the Beneficiary for the cument calendacr year, as approved in -
. Beneficiary’s current budget for such period (or if not yet approved, based
-on 110% of the last approved annuat budget).

.3 2985387508  Subtotal

s — Obligor’s share ot the above subtota) based on its “Power

Participation Ratis™ {as defined in the Agreement) ax of January 1st
of the current year.

(% 0) Less any amounts paid by Guaraptor to Beneﬁciary for payment of
Guaranteed Obligations due Beneficiary under the Guaranty
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From: ) Chisling, Brian
Sents: Wednesday, July 24, 2013 12'52 PM
To: ’ %
. Subject: o QVEC ICPA Subcommiittes Meeting <~ Date '
Al
Based.on resporises 1o daté, thé-besttime for thecall is the afternoon of Thursday Aug, 8% The change accommodates
and - rep.( ) is on vacation that week but they will try to find a replacement to make:
the call,: ‘ did notrespend. Please let me-know if you have any contact with them..
t understand:thatthe teams are.ok for a-call that day, so absent any issues | will send-out dial in

information fater this afternoon for a-call on Aug 8% at 330 pm ET..

' Please fet me know if you have any questions;

Tharik you,

- Brign

Briem Cms!mg

‘Simpson Thacher & Bartiett; ViR
4’25‘Laemngtqn Avenuef
New-Yark; New York 10037

Tek (212) 455-3075:
Fax: (212} 455-2502

Please consider the envircniment before printing this emait.
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g  EXHIBIT
Duke ESP 3 - E 14

pcc
— L _.
From: ' Chisling, Brian )
Sent: Wednesday, July 24,2013 12:52 PM " ‘
To: ’ "Cecil, Greg’; Melillo, Nick; brsignet@aep:.cont; irgroff@aep.com;: sthaynes@aep tom,
, . ‘Riemann; Dina Qi 'pmcastro@aep.com’ - : &
. Sub}‘eclg i} o OVEC ICPA Subcommiittes Meeting -~ Date g
All;

Based on resporises to date, the best time for thecall is'the aftemdon of Thursday Aug. g* The thange accommadates
FE and LGE/KU. Buckeye’s rep (Craig Grooms) is on vacation that week but they will try to find a. replacement 1o make:
the call, Wolverine  DPL and Vectren did nat: respond Please let me know if you have any contact with them.

1 understand:that the [Jlland JIIll teams.are ok for.a call that day, so absent any issues | wili send out dial in
infarmation later this afterncon for a call on Aug 8" at 330 pm ET..

 Please let me know if you have any.questions,
Thark you,

- Brian

Briaty Cmsimg

Simpson Thacher & Bartieft L
495 Lexrngtqn Avenvs
New-York; New York 10037

Tet {212).455-3075.
‘Fax {212} 455-2502
| i .

Ploase consider the.environment befare printing this emall.
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From: Chisling, Brian
Sent:. - Wednesday,. Juiy 2420131 45 PM

To: "Cecil, Greg'; 'sthaynes@aep.com’; Jkass@wpsci.com’; ‘ericafiscoll@aes.com’;
. 'rgoocher@vectren.com’; ‘cgrooms@buckeyepawer.com’; ‘Melillo; Nick's
. “faskyc@firstenergycorp.com’; john.voyles@lge-ku.com' -
LT Jorodt@ovec.com’; ‘mapeifer@aep.com’; ‘djones@ovec.coni’; ‘tom.depaull@ige-
kii.cam’; ‘tstoner@firstenergycorpsont; ‘Gvalice@wpsci.com’; “ddezeeuw@wpsci.com’;
nnattey@ovencnm‘ ‘ddecosur@wpsci.com’; ‘Chris Balmer’; 'Charles E Zebula'* ‘Patriciz
K Castro 'Lisa R Groff; 'Bradley Scott’; ‘Phil Herrlngten "Randail v Griffin’; 'Beach, Rick’;.
Bellér, Amy T.; ‘Riemann, Dina O ‘Fehdig, John’; ‘hrs:gnet@aeptom"
‘nkakins@aep.com’;. 'tahem@buckeyepowet.com'* ‘ebaker@wpsei.com’;
pchodak@aep com';'bdoty@vectrencom’; 'wdgames@vectren.cam 5
ielewis@aep.com’; "memecullcugh@aep.con’; ‘snelson@frontier-power.comty
polcughhn@buckeyepower cam; ’rppowers@aep cony; haney@firstenergycorp.com’;
"paul thompson@Ige-ku.com’; “charles, wh:ﬂod@duke—energycom
‘Thillebrand@aep.com’; Baucom, Benjamin J.&, -
Subject: .~ OVEG'IEPA Subicormitiee Call -- Thursday August 8; 2013;; 3:30 pm ET

Members of the ICPA Subcommittee:

‘Based on responses:to my prior.emails, the 1CPA Subcommittee will hold a teleconference to discuss.the revised:
;pmposafs fr'ori-a'nd I regaiding transfers of interests inithe ICRA:

Diaf i (877) 492-4014 . !
Pasoode 2124553075

As always; the Sponisoring Companies are encquraged to invite any other members of! their organization to the. iICPA
.. Subcommittee call to aid in thie discussion.. Please forward this information (andthe diat in information) 1o the.
appropnate representathres. I will send an Qutiock calendar invite only-to the current ICPA Subcommittee members,

‘Please let me know if you have any questions, and. please feel free to reach out to each other for any discussions among

B :nd:the Sponsoring: C‘ompaniﬂs L
“Thank yau, o

« Brian

Brlan thsrng

- Bimpson Thacher & Barttett (L
425 Lexington Aveniie
Neéaw York New Ynﬂc 10017

Fet: 212) 455-3075.
Fax (zm 455:25(2
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Please consider the environment before printing this email.
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Fromi: ’ Chisfing, Brian.

Sent: Fridey, August 02, 2013 11:30 AM
To:

_ L I3 )
Subject: . -OVEC ICPA Subicommitize Meeting:
I ovid R teins, .

i have not heard any feedback fram Sponsors conceming -the proposals.. All Spensors (except far Vectren) have
accepted the invite o the callon Aug. 8%.

‘Please et me know-if there is any: need to discuss any issues or-questions before the call. i view the call as an
oppartunity for Spansorsto ask questionsto- and Il about the proposals. | do:not see anv active role for OVEC
oty the tall. | ¢an attéimpt to take a straw vote at the énd of the r:a!l

- Brian

Biian Chisling

‘Simipson Thacher & Bartle LLP
425 Lexington Avenue. -
New York; New York 10017

Tet (212)455-3075
Fane (212) 4552602
:bnhis}ingmmmqm‘_'

Ploase cansider the environment befora printing this erait
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From: ‘Stephan T Haynes <sthaynes@aep.comi>

Sent:. .Saturday, August 03, 2013 11:42 AM

To: Chitsling; Brign
e . Cecﬂ Greg; Metillo, Nick; Riermanty; Dina ©; Bradford’ R Signet: Patricta M Castro; Lisa R
Subject: Re: OVEC ICPA Subcommittee Meetmg

Brian, I don't think JJJJlf needs a call in advance. I don't think we need you to do anything specific for OVEC.
except answer OVEC related questions and a strawpoll at the-end would be great. In addition i would like to
engourage them: {o-submit a written response regardless of the answer.

We don't, Want to niegotiate oni this call, but if'a party gives us the.one! ortwuthmgs needing: changecl to gét them
on board that is helpful We would pmbablyjust say that we would Iook intort, if it is 2-possible change

If anyone else has thoughits, let us know..
Thanks for your help in this process.

Steve:

Home 219-2924.
. Office: 71 62852
Cell 599-6750

On Aug?2, 2013, at 11:30 AM; "Chisling, Brian" <!

This. i ls ‘an EXTERNAL email, STOP.T HINK before you CLICK links or OPE&
-'attachrnents

T Te——

i tiave not heard any feedback from Sponsors concemning: the proposats. All Spanisors (except for Vectren) have
accepted the invite to' thecall on Aug. 8%,

Please let me-know if there is.any need, wdlmanyissuesorqusuousbeforethe all, |view the call gs.an.
“opportunity for Spansars to-ask questions tojJjJj and i atout the proposals. .| donot see any active role for-
OVEConthecall, Lcan sttemipt to.take a straw vote at the end of the call.

- Brign

Brian Chistitiy

‘Simpson Thacher & Bartietf LLP
AZ5 Lexinglon Avenue.

:Newe York, New York 10617

“Tak (212)455-3075:
Fax{212) 455-2502
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Please consider the environment before printing this email.
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From:

Sent: Moncay, August 12, 2013 10:11.AM

To: R jbrodt@ovec.com'; Chisling: Brian;

Ce: ‘mapeifer@aep.com’; Thompson, Pautl; Fendig;. John;. Depaull, Tom; Early, Johrt

Subject . RE:QVEC/IKEC Boards. of Directors - [N 1CFA. Transfer
, Proposals

Attachments: IProposal 22)uly2013:.pdf: [ Sponsor Repsense.pdf

Greg;

Please find attached the signed acknonedgmentsfor both Jland [l regarding: the NN Proposai as
requested and discussed in the.call last week with Brian Chisling.

Fyou wisha full signedoriginal of the: signature pages attached herﬂ, please send yuur maiimg address and we will. send
themas weﬂ

Regards,

_,‘

The mfonndtt’nn containedin this transmission is intended only}br the, person oF ent;iy to-wohtick :t & directly
addressed or copied. It may contain maleriak of confidential and/or private nature. Any review,
mlransmivsiorn, dissemination.or other use of, or taking. of any action i rellance upon, this mfomatiml by:
persons or entities other than the iniended recipient is not allowed. If yoic received this messageand tie:
information: contalned therein. by error, please contact the sender and delete the matmatﬂwu Your/any:
Storage medium,
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mmmmmmmr

TO THE R FROPOSAL FOR

wn—:nmm POWER AGREEMENT mm:msoF sevmsn 10, 2010 '

Fildumwlvlum:oytmmgmmeﬂtordlsagraeﬂrwmwﬂhthe--v= bposal by Augyst 15, 2013,
by éhecking one-of the boxey balow and Eigning inthe ¢ ». signetory block and retisn

mwmmw—__

(i3 SPONSORING COMPANY AGREES wrmms— PROPOSAL

] smmmmmme&swfmm_
PROPOSAL :

Tltlc: Vize| /e.&/a-nf:

Date: Pz /rs
s
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:
:

SPONSORING COMPANY Acmomaném

ASSIGNMENT TO I umen FHEAMENDED AND RESTATED
INTER-COMPANY Pewen AGREEMENT DATED AS OF SEPTEMBER 10, 2010

by checking an&lofma boxesmmsigingnh ' aigmtorybioekmdrem
ohe fully exectied original to

[] SPONSORING COMPANY DISAGREES WITH THE ISR

ek &A/néar & "‘/’”‘7‘
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SPONSORING COMPANY AGKNOWLEDGMENT
1o THE RN, PROPOSAL FOR

ASSIGNMENT TO I |/NDER THE AMENDED AND RESTATED:
INTER-COMPANY POWER AGREEMENT DATED AS OF SEPTEMBER 10, 2010

Please avidence your agresment o disagresment with the [JliProposal by August 15, 2013
by checking one of the boxes: below and signing in the-appropriate signatory block and refum
one fully executed original > [

lgémmmmmmﬂm—

Péninguld Gemerationm Cooperative

Nama; Dan Dnco‘mr‘

Président & CRO-
Title:_

Date: 08~14-20i3
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Fronx: . Stephan T Haynes. <sthaynes@aep.coms

Sent: . ‘Wednesday, August 14, 2013352 PM E

cc . © Chislirig, Brian; Bradford R Signet; Lisa R Groff:-Patricia M.Castro-
ubject: I, <75 Transfer Proposaks

Attachments: DOCOOLpdf. .

Attathed is Ofiio: Power's response to the proposal;
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SPONSORING COMPANY ACKNOWLEDGMENT

ToTHE I FROPOSAL FOR:

ASSIGNMENT 1O | UNDER THE AMENDED AND RESTATED-
- NTER-CQMPANY POWER AGREEMENT DATED A& OF SEPTEMBER 10, 2010

Heaseeﬂdommagmmﬁdhamemamm tie i Proposal by Ayaust 15,2013
hvdmcﬁngoneofthe ‘boxes befow and’ signinghﬁwappmpﬂmsignmyblockandmmf

ane fully executed-originat fo —

R"spousnmnecawmv AGReEs Wit THE I FROFOSAL

I SPONSORIMGGGMPA!\W nisacrees with THE .
PROPOSAL.

SPONSORING COMPANY
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From: StephanT Haynes <sthaynes@aep.com>.

‘Sent: Wedriesday; August 14; 2013 5:17 PM
o e
Ce: - Chisling, Brian; Bradford R Signet; Lisa R Groff: Patricia. M Castro-
Subject - Appalachiar Power and Indiaria Michigar Power responses to-rproposal
Attachments: I Froposal IMP APCO: responses.pdf

- Stephan T. Haynos
Vice President Strategic: lnitiaﬁves and Chief Risk Officer
American Electric Power
1 Riverside Plaza, 28th: Floor
Columbus, Ohio 43215

Office 814-716-2852

Coll  §14-599-6750
Fax 614-716-3288'

CONFIDENTIAL

OVEC 00294
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SPONSORING COMPANY ACKNOWLEDGMENT -

70 THE S PROFOSAL FOR

ASSIGNMENT TO I INDER THE AMENDED AND RESTATED
INTER-COMPANY. POWER AGREEMENT DATED AS - OF SEPTEMBER 10, ‘ 20106

‘Please éviderice your-agraeriant or- disagresmant witl the [l Proposal by August 1§, 2013
by chacking one of the boxes below and sighing in.the appropriate signatory block and: ratum *

one fuly exocuted orgiel to IS
b(g,musaam COMPANY AGREES WITH 1= ISR FROPOSAL

[T SPONSORING GOMPANY DISAGREES WITH THE IS
PROPOSAL
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SPONSORING COMPANY ACKNOWLEDGMENT'

7O THE IR PFOFOSAL FOR

ASSIGNMENT TO I |*NDER THE AMENDED AND RESTATED
INTER-COMPANY POWER AGREEMENT DATED AS OF SEPTEMBER 10, 2010

Pledse evidence your agreement: mdmmmw-mmwwmmﬁ
_by-checking one of the: boxas baelow and signing In-the appropriate signatory block and retum:

one fully mmmgmal to I
%svousoamacowmv AGREES WITH THE TR FROPOSAL

E{ SPONSORING. oommvmsmnsssmmrm—
PROPOSAL. k

s, IOt

Date:_ 8//"//13
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HIGHLY CONFIDENTIAL PROPRIETARY TRADE SECRET PUCO Case Nos. 14-841, 14-842
Produced for purposes of PUCO Case Nos. 14-841-EL-SS0, RESA-POD (M-808 (a) Atiach-Highly Conf.
14-842-EL-ATA only Page 1 of 31

% EXHIBIT
Y
2 occ

Duke ESP 3 -

Chisling, Brian <bchisling@stblaw.com>

Sent: Monday, April 01, 2013 1:54 PM

To: 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'

Cc ‘jbrodt@ovec.com’; 'djones@ovec.com’; 'rmattey@ovec.com’; ‘trwallace@aep.com’;
'mapeifer@aep.com’; Beller, Amy T.; Beach, Rick; Riemann, Dina O; Fendig, John; Lisa R

o Groff/OR4/AEPIN; ‘pmcastro@aep.com’; Tague, Nicole A.

" Subject:. OVEC ICPA Subcommittee Meetings -~ Follow-Up Information and Cail

Attachments: [Untitled].pdf; DVComparison__13763381v1, OVEC—-Proposed Gty fo
R - 13763381v5. ovec. Proposed Gty for ocx; #

13763381v5_Active_ - OVEC-liProposed Gty for .DOC

All,

To follow up on the initial meeting of the OVEC ICPA Subcommittee on February 25, 2013, attached is a
revised version of the “strawman” proposal from d f 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 from 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 cap 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 months 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 default” to the ICPA and proposed terms for acceptable replacement
credit support.

‘We request that each of the subcommittee members review the revised form of the “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 of the subcommittee could be used to determine (at a high level) if the proposed form of guaranty
might receive unanimous support to permit the proposed ICPA transfers. In addition, we would like to surface
material edits or concerns with 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 availability of most (if not all of the Sponsors), I suggest a follow-up meeting of the ICPA
Subcommittee by phone on Wednesday April 17, 2013 at 11 am EDT. Please let me know as soon as you can
if you are unable to make that day and time (and your availability that week). Dial in 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
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* HIGHLY CONFIDENTIAL PROPRIETARY TRADE SECRET PUCO Case Nos. 14-841, 14-842

Produced for purposes of PUCO Case Nos. 14-841-EL-SSO, RESA-POD 04-008 () Atiach-Highly Conf.
14-842-EL-ATA only ' Page2of 31
Respectfully,
Brian
Brian Chisling

Simpson Thacher & Bartlett LLP
425 Lexington Avenue
New York, New York 10617

Tel: (212) 455-3075
Fax: (212) 455-2502
bchisiing@stbizw . com

Please consider the environment before printing this email.
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PUCO Case Nos, 14-841, 14-842

RESA-POD 04-008 (2) Attach-Highly Conf.

HIGHLY CONFIDENTIAL PROFRIETARY TRADE SECRET
Produced for purposes of PUCO Case Nos. 14-841-EL-550,

Page 3 of 31

14-842-EL-ATA ouly

Shareholders and Sponsoring Companies
* The Shareholders (owners) and Sponsering Companies (customers) of OVEC have been the same
since the early 1950’s except for the addition of two electric cooperatives in the past 8 years.

The current Shareholders and thair respective percentages of equity in ©<mn are:

Shareholder Equity Percentaps
Allogheny , Ine.t 3.50
>__Mon=8= ﬁ Power Company, Inc.* 3917
Buckeye gamaoan_:? c2 18.00
The Dayton Power and Light Company® 4.80
Duke m:o@ Ohlo, inc.4 9.00 ‘
Kentucky Utilities Ggubaa 250 jome of the Commoyn Stock issued 8 NAMS
Louiaville Gas and Electric Company® 583 *American Gas & Elachic Company
Ohlo Edison Company! 0.85 **Columbus and Southem Chio Electric Company
Chio Power Company*s 4.30
Peninsula Generation Cooperative” 6.65
Southem indiana Gas and Electric Company® 1.560
The Toledo Edison Company! 4.00
Totai 100.00
Thesge investor-cwned utifties comprise the Sponsoring Companies and share
the GVEC power participation co:o___ﬁun and _.mmpw_dau_._ﬁa in Eﬂnwo_gam §§”

SPONSoriNgg ompan PFOWar Part abialel
Allegheny Energy Supply Company LLC! 3.01 Subeidiary or aifiliste of,
Appalachian wosaanﬂ_k . pany 16.69 FirstEnergy Corp,
Buckeye Power ooaon&aﬂ. Cc2 18.00 2Buckaye Power, Inc. .
The Dayton Power and Light Company® 4.90 The AES Corp.
B o G, o o 455 0Py Corpormiag CTten
_§ Power Company$ 7.85 .Qsaﬂﬁmggnga. Inc.
Kentucky Utities Company® 2.50 Wolverine Power Supply Cooperative, inc.
Louisville Gas and Electric Company® 5.63 ®ectren Cormporation
W._mﬂo:nnso_u _uoio._”aaoosngﬁ ._m.mw
Power Com _ I
Paninsula mosoau%oa Cooperative’ m.am
Southem Indlana Gas and Electric Company® 150
Total 10000,

Addition of electric cooperatives increases diversity of customer base,

wﬂ.




w Shareholder and Sponsoring Companies Credit Ratings
35"
38 N The credit quality of the Sponsoring Companies as a whole demonsirates a Baai/Baa2 profile. A
m W vo&o__o muu_.ama: Ensm_. Biaﬁmm Sm :mx ﬂ_,_m, a mnoamoq amﬂ:: will adversely impact OVEC.
M a Moody's Rating' .
2 |
3 e
i

E + Baat

Preduced for purposes of PUCO Case Nos. 14-841-EL-SS0,
14-842-EL-ATA ouly

HIGHLY CONFIDENTIAL FROPRIETARY TRADE SECRET

1) Senio ) gi!%ﬁg?s&
@ rating based on other Rating Agencies. w
{3) gﬂgxn@a&oemmnﬁgﬂo&mm?:oaﬁaooa_ ,

’ | AP

I_T.._i,

B Wolverine Power Supply Cooperative
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:3 Shareholder and Sponsoring Companies Credit Ratings
=3 ‘
k m m The credit quality of the Sponsoring Companies as a whole demonstrates a BBB+/BBB profile. A
& g portfolio approach further minimizes the risk that a Sponsor default will adversely impact OVEC.
[}
23 |
m

{ Keritucky Utilles Company | 250% | BEB
£ LouisvilleGas 8nd Electric Coinpany” 563% | 888
£ Appatachian Powsr Co S 1560% | esm
i | coum “
3 [inas

. |- BBB-

1 BB

Distribution of S&P Ratings

HIGHLY CONFIDENTIAL PROPRIETARY TRADE SECRET
Produced for purposes of PUCO Case Nos. 14-341-EL-8S0,

| The Dayton Pewer and Light Company 490% | BB
' Parent Credt Rating due 1o FE guaraniee of FE Generation Comp.
P Senior Unsecured Rating when avallable (ctherwise Jasuer)

[1 aes [Daer [ suckeye Power.

Cde B8 vectren

5 Wolverine Powsr Supply Cooperative, Ing.




:1i Shareholder and Sponsoring Companies Credit Ratings

- .} N

Nmm ® The credit quality of the Sponsoring Companies as a whole demonstrates a BBB+/BBB profile. A

S W portfolio approach further minimizes the _.mm,_,n that a Sponsor default will adversely impact OVEC. 7

B m 7
=

HIGHLY CONFIDENTIAL PROPRIETARY TRADE SECRET
Prodaced for purposes of PUCO Case Nas, 14-841-EL-580,
14-842-EL-ATA only

B Vectraa Wolveriie Power Supply Cooprative
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GUAR

THIS GUARANTY AGREEMENT (this 2“Guaranty™), dated as of [date], 2013,
isissued and delive a Delaware corporation (the 2‘Guarantoy™),
for the account o LLC, a Delaware limited liability company (the
“QObligor™), and for 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 Agreement 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-has required that the GuaranterObligor deliver to the
Beneficiary this Guaranty as a condition to and inducement to Benefictary to consent to the
Obligor becoming a party to the Agreement with the Beneficiary.

Agreement

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

1. Guaranty; leltatxon of Llablhgx The Guarantor hereby absolutely and
unconditiopally guarantees to the :

A - . e S
timely payment of the Oblxgor S payment obhgatlons under the Agteement—-ﬂaat—afe—epmay

] erwise (the “Guaranteed Obhgaﬂo”),and agrees to pay any Guaranteed
Obhgations w:thm three | (3) business days of demand by Beneficiary; provided, however, that the
Guarantor’s aggregate liability hereunder shall not exceed EU—S&OH&H—GU-:S—S%M%—O!—S—O%

Subject to the other terms of this Guaranty, the liability of the Guarantor under this
Guaranty is limited to payment obligations required to be made under the Agreement-and-except

+-oF 20600.0001-07073 1376331
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The Guarantor agrees that the Guaranteed Obhganons may at any time and from
" time to time exceed the ameount-e abilit: the-Gua

without impairing the guaranty hexeunder or aﬂ'ectmg the nghts or remedles of the Beneficiary
hereunder.

2. Effect of Amendments. The Guarantor agrees that the Beneﬁexary and the
Obligor and the other parties to the Agreement, j; as a
Agreement), may modify, amend and/or supplemcnt the Agreement—aad—ﬂmt—t—he-Beneﬁeaaq 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 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 collateral security or other guarantee or right of offset with respect to any
payment may be renewed, accelerated, compromsed, waived, surrendered or released by the
Beneﬁclary or any other person, all without notice to or further assent by the Guarantor, who shall
_ remain bound by this Guaranty, notwithstanding any such act by the Beneficiary or any other

Pessonperson and waives any defenses based on the foregoing.

3. Waiver of Rights. The Guaranter 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 against Obligor or their assets or any other guarantor or person,
provided, however, that any failure of Beneficiary to give notice will not dlseharge, alter or
diminish in any way Guarantor’s obhgatxons under this Guaranty. The Guarantor waives any and
all 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 this Guaranty, and the Gudranteed
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 the Agreement or any Guaranteed -
Obligations 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 termination of the company existence -
or structure of, Obligor, (ii) any defense, set-off or counterclaim other than those to which the
Obligor may be entitled to under the Agreement and (iii) suretyship defenses or impairment of
collateral, in bankruptcy 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, 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 Obligor 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 Obligor’s assets, until all Guaranteed Obligations have been
paid in full and Obligors rights and obligations under the Agreement have been terminated. Upon
payment in full of such Guaranteed Obligations and termination of the Obligor’s rights and

419702002600-000}-02023-Active-13763381-1 OHOIOIBLATETIRL _____ 41n3119
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GUARANTY ACGREEMENT

obligations_under the Agreement, Beneficiary agrees that Guarantor shall be subrogated to the
rights of Beneficiary against Obligor to the extent of Guarantor’s payment to Beneficiary,

3. 5——Reservation of Defenses. Witheut-limiting-the-Guarantor’s-own
defenses-and-rights-hereundes-theThe Guarantor reserves to itself all 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 from- the bankruptcy,
insolvency, dissolution or liquidation of the Obligor and other defenses expressly waived in this
Guaranty, mcludmg under Section ;MQLB» above.

6———Settlements Condmonal If any monies paid to the Beneficiary in
reduction of the Guaranteed Obligations of the Obligor under the Agreement have to be repaid by
the Beneficiary or any other Persenperson by virtue of any provision or enactment relating to
bankruptcy, insolvency or liguidation for the time being in force or otherwise, the liabitity of the
Guarantor under this Guaranty shall be computed, notwithstanding the termination or revocation
of this Guaranty, which shall be reinstated and contmue to be eﬁ‘ect:ve, as if such momes had
never been paid to the Beneﬁc:ary' provide 3 a eplag A

7, %~ Primary Liability of the 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 collection. This Guaranty shall not be affected by any
change in the reiationship between the Guarantor and the Obligor.

8 8-——Term of Guaranty. This Guaranty shall remain in full force and
effect until the earher of (1) such. nmeas all the Gua:anteed Obhgatmns have been discharged in

9, 9-~-—CGoverning Law. This Guaranty shall be governed by and construed
in accordance with the laws of the State of New York.

10,  10——Expenses. The Guarantor agrees to pay all 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
obligations under this Guaranty. All payments under this Section 10 together with any payment of

A10703002600-0001-02023-Active- 1376338 ——m- — n— e O4RIITEIR 41131019
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GUARANTY- AGREEMENT
the Guaranteed Obligations shall remain subject to the aggregate amount limitations set forth in

Section 1.

H-——-Submission to Jurisdiction; 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 of the courts of the State of New York, the courts of the United Stated of
America for the Southern District of New York, and appellate courts from 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.

-13———-—-12-——Reprcsentatxons and Warrantles The Guarantor hereby
represents and warrants that, as of the date of this Gu :

(@)  (@)——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 whichrit is currently engaged and enter into
and perform its obligations under this Guaranty;

(b) @)——ithasthe corporate power and authority and the legal right to
execute and deliver, 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;

(€)' ¢ey—this Guaranty constitutes -a legal,- valid and binding
obligation of the Guarantor enforceable in accordance with its terms, except as affected by
bankruptcy, insolvency, fraudulent conveyance, reorganization, moratorium and other
similar laws relating to or affecting the enforcement of Beneficiary’s rights generally and
general equitable principles; '

{d) {d——the execution, delivery and performance of this Guaranty
will not violate any provision of any requirement of law or contractual obligation 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 ability to perform this Guaranty);

() (e&——no consent or authorization of, filing with, or other act by or
in respect of, any arbitrator or governmental authority and no consent of any other person
(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;}————and

410702002600-0001-02023-Active 137633811 — 04/61/201313761381 A3 119
™M .




HIGHLY CONFIDENTIAL PROPRIETARY TRADE SECRET PUCO Case Nos. 14-841, 14-842

Produced for parposes of PUCO Case Nos. 14-§41-EL-SS0, RESA-POD 04-008 (a) Attach-Highly Conf.
14-842-EL-ATA only Page 11 of 31
5
GUARANTY AGREEMENT

) &H——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— gnd

13,  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 hereof. This Guaranty may only be amended or
modified by an instrument in writing signed by each of the Guarantor and the Beneficiary.

14, 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 terms or
provisions hereof.

15. 15— Neo 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, 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 withheld or delayed) and asyeach administrative agent for any lenders or
noteholders under senior credit facilities and other, senior debt of the Beneficiary (each a “Senior -
Agen ’;). Any purported assignment in violation of this Section 16 shall be void and without
effect.

17.  1%——Early Termination. TheThis Guaranty shall terminate (j) ten (10)
days afier receipt by the Beneficiary of Gjreasopably satisfactory written evidence from the
Guarantor notifying the Beneﬁcxary that the Obhgor s long—term senior unsecured non-credit
enhanced debt has an-investment-gradeat least 3
m@@hﬁoﬁy S or (11) imme on the rep ent of the Guaranty-is
replaced by substitute security in an amount and in form and substance reasonably acceptable to
the Beneficiary and anythe Senior Agent.

18,  18——Notices. Any communication, 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:

I to the Guarantor, at:

415702002600-0001-02023-Active 13763381} SHOLIOIB1AT63381 41131019
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With a copy to

If to the Beneficiary, at:

or such other address as the Guarantor or the Beneficiary shall from time to time specify. Notice
shall be deemed given (a) when received, as evidenced by signed receipt, if sent by hand delivery,
overnight courier or registered mail for (b) when 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 recipient}.

04401 Hmiiajﬁgam 411113 1:19
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IN WITNESS WHEREOF, the Guarantor has executed this Guaranty as of the
day and year first above written.

By:
Name:
Title:
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GUARANTY AGREEMENT

THIS GUARANTY AGREEMENT (this “Guaranty”), dated as of [date], 2013,
is issued and delivered by a Delaware corporation (the
“Guarantor”), for the account o a Delaware limited lLiability

company (the “QObligor™), and for the benefit of Ohie Valley Electric Corpeoration, 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 Agreement dated as of September 10,
2010 with the Beneficiary and the other parties thereto (as amended, supplemented or othemse
medified from 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 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:

I Guaranty; Limitation of Liability. The Guarantor hereby absolutcly and
uncondmonally guarantees to the Beneficiary, with effect from the date of the Agreement, the
timely payment of the Obligor’s payment obligations under the Agreement, as or when such
amounts become due and payable, whether at their scheduled due dates, upon acceleration or
otherwise (the “Guaranteed Obligations™), and agrees to pay any Guaranteed Obligations within’
three (3) business days of demand by Beneficiary; provxdcd, 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 in Exhibit A hereto and
incorporated herein (the “Maximum Amount”), As of the date of this Guaranty, such Maximum
Amount is U.S. SN :s calculated as shown on Exhibit A.' On or before January
31st of each subsequent calendar year (commencing with calendar year 2014), the Beneficiary
shall calculate the applicable amount for the then-current calendar year in accordance with
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 of the new Maximum Amount,
the applicable Maximum Amount for the prevnous year shall continue to apply.

Subject to the other terms of this Guaranty, the liability of the Guarantor under
this Guaranty is limited to payment obligations required to be made under the Agreement.

! Note: Maximum Amount is based on a calculation for the 2013 calendar year.

002600-0001-02023-13763381 925714 1-45 FM
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The Guarantor agrees that the Guaranteed Obligations may at any time and from
time to time exceed the Maximum 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
Obligor and the other parties to the Agreement, individually or together (as applicable 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 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 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 further assent by the Guarantor, who shall remain 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 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 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 the Guaranteed
Obligations and notice of or proof of reliance by the Beneficiary upon this 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 the
Agreement or any Guaranteed Obligations 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
termination of the company existence or structute of, Obligor, (ii) any defense, set-off or
counterclaim other than those to which the Obligor may be entitled to under the Agreement and
(iif) suretyship defenses or impairment of collateral, in bankruptcy 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. 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 Obligor 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 Obligor’s assets, until all Guaranteed Obligations have
been paid in full and Obligors rights and obligations under the Agreement have been terminated,
Upon payment in full of such Guaranteed Obligations and termination of the Obligor’s rights and
obligations under the Agreement, Beneficiary agrees that Guarantor shall be subrogated to the
rights of Beneficiary against Obligor to the extent of Guarantor’s payment to Beneficiary.

- 002600-0001-02023-13763381 9/29/14 1:45 PM -
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5. Reservation of Defenses. The Guarantor reserves to itself all 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 from the bankruptcy, insolvency, dissolution or liquidation of the Obligor and other
defenses expressly waived in this Guaranty, including under Section 2 and Section 3 above.

6. Seftlements Conditional. If any monies paid to the Beneficiary in
reduction of the Guaranteed Obligations of the Obligor 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 in force or otherwise; the liability of the
Guarantor 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 Guaranty is replaced by a
substitute guaranty pursuant to Section 17(ii), this provision shali only be applicable to such
substitute guaranty and this Guaranty shall not be reinstated.

7. Primary Liability of the 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 collection. This Guaranty shall not be affected by any
change in the relationship between the Guarantor and the Obligor.

8. Term of Guaranty. This Guaranty shall remain in full force and effect
until the earlier of (i) such time as all the Guaranteed Obligations have been discharged in full or
terminated (including any potential for reinstatement pursuant to Section 6), as confirmed in
writing by the Beneficiary, or (ii) in accordance with the terms for Early Termination set forth in
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
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 with respect to such Guaranteed Obligations until finally and irrevocably paid in
full.

9, Governing Law. This Guaranty shall be governed by and construed in
accordance with 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 Beneficiary’s counsel) relating to
the enforcement of the Beneficiary’s rights hereunder in the event the Guarantor disputes its
obligations under this Guaranty. All payments under this Section 10 together with any payment
of the Guaranteed Obligations 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
Beneficiary, through acceptance of this Guaranty, submit for any legal action relating to this
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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 courts of the United Stated of
America for the Southern District of New York, and appellate courts from 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 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 currently 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 obligations under, this Guaranty, and has taken all
necessary corporate action to authorize its execution, delivery and performance of this -
Guaranty;

(¢)  this Guaranty constitutes a legal, valid and binding obligation of
the Guarantor enforceable in accordance with its terms, except as affected by bankruptcy,
insolvency, fraudulent 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, delivery and performance of this Guaranty will not
violate any provision of any requirement of law or contractual obligation 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 ability to perform this Guaranty);

(e) no consent or authorization of, filing with, or other act by or in.
respect of, any arbitrator or governmental authority and no consent of any other person
(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; )

® 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 from Standard & Poor’s Rating Services, a division of
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The McGraw Hill Companies, Inc. (“S&P™), and at least a rating of Baa3 from 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 subject maiter hereof. This Guaranty may only be amended or
modified by an instrument in writing signed by each of the Guarantor and the Beneficiary,

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 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 withheld 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 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 from the Guarantor
notifying the Beneficiary that the Obligor’s long-term senior unsecured non-credit enhanced debt
has at least a BBB- rating from S&P and at least a rating of Baa3 from Moody’s; or (ii)
immediately, upon the replacement of the Guaranty by substitute security in an amount and in
foim:and substance reasonably acceptable to the Beneficiary and the Senior Agent.

18.  Notices. Any communication, 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 Gu:;lrantor at:

With a copy to:

062600-0001-02023-13763381 : 2914 145 PM




HIGHLY CONFIDENTIAL PROPRIETARY TRADE SECRET PUCO Case Nos. 14-841, 14-842

Produced for purposes of PUCO Case Nos. 14-841-EL-5S0, RESA-POD (4-008 (2) Attach-Highly Conf.
14-842-EL-ATA only Page 25 0f 31
6

If to the Beneficiary, at;

Ohio Valley Electric Corporation
3932 U.S. Route 23

Piketon, Ohio 45661

Facsimile: (740) 289-7284

Attn: Treasurer

With a copy to:

Ohio Valley Electric Corporation

I 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 from time to time specify. Notice
- shall 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 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, the Guarantor has executed this Guaranty as of the

day and year first above written.

By:
Name:
Title:

002600-0001-02023-13763381 9125/14 145 PM
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Exhibit A - Annual Calculation of Maximum Amount (Including calculation as of the date
of the Guaranty until reset in accordance with Section 1 thereof)

$ 1,596,486,240  Beneficiaries’ aggregate, consolidated fong-term debt as of December 315t
of the 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 of the previous calendar year (including all amounts available under
revolving credit or similar facilities, whether currently drawn or not).

3 0  Beneficiary’s reasonably expected additional short-term debt for the
current calendar year based on Beneficiaries’ long-ferm forecast.

$ 732,084,000 An amount equal to twelve (12) times the average monthly billable 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% of the last approved annual budget).

$ 2628570240  Subtotal

$ _ Obligor’s share qof the above subtotal based on its “Power

Participation Ratio” (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 assignment 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 from each of the
other Sponsoring Companies under the ICPA, and from the administrative agent for any lenders
or noteholders under OVEC’s senior credit facilities and other senior debt. For discussion
purposes and based on preliminary feedback from some of the Sponsoring Companies, below is
an outline of the basic terms of a proposed consent agreement.

1. Consent to Assignment. The. applicable parties would consent to the
proposed assignment and the form of the relevant documents to be executed as of the 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 well as a separate consent from 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 that, if the proposed assignment is not consummated by
an agreed outside date, the consent would automatically expire. e

2. Effect of Default under Guaranty or Replacement Credit Support. If there
exists an uncured default under or with réspect to the Guaranty (or any replacement credit
support, as discussed below), then such default would be considered a “Payment Default” of the
applicable Sponsoring Company pursuant to Section 11.01 of the ICPA, and (unless and until
cured) OVEC: would be able to exercise all available remiedies at law or in equity, including
(without limitation) suspension of service to the defaulting Sponsoring Company under the
ICPA. In addition, OVEC shall be entitled to make a claim under 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
apphcab}e events of default (and cure periods, if any) with respect to the Guaranty (or
replacement security) would be as follows:

(8) any representation or warranty 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 from OVEC);

2 Note: Subject to the scope of the proposed consent and further disciission, 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 would be advisable to obtain FERC
approval for the applicable portions thereof. OVEC is reviewing the need for any other
regulatory approvals, including from state commissions in Kentucky and Virginia (who
have approved recent material amendments to the ICPA).
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(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 applicable credit support agreement (and such failure is not remedied
within three (3) business days after written notice thereof from 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 bankruptcy, insclvency, 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 creditors, (iii) 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 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 accordance with 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 the ICPA (the “Permitted Expiry”™);

. (¢) the entity issuing the Guaranty (or replacement credit support)
repuchates, dlsaﬁixms, 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
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 alt 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-current 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)
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 all of the applicable
requirements for a replacement credit support) is not delivered to OVEC within 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 from
any draw, and in such event such cash shall 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 duplication 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
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tetms 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 Expiry); provided that, if subsequent to
such draw down of a cash security deposit from the letter of credit, the applicable Sponsoring
Company provides a replacement credit support (satisfying all of the applicable requirements for
a replacement credit support), OVEC shall return to the applicable Sponsoring Company (or its
designee) a sum of cash equal to () the amount of the 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, including 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 account,
and, shall not be entitled to use, possess, invest, commingle, assign, sell, 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 interest on such cash security deposit shall be the sole
property of OVEC and shall be payable by OVEC 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 applicable Sponsoring
Company is permitted to replace the Guaranty (or other replacement credit support then in effect)
with other acceptabie replacement credit support as follows

@ a guaranty, in form and substance substantially similar to the
Guaranty or otherwise satisfactory to OVEC 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-credit enhanced debt having at lcast a BBB- rating from S&P and at least a rating of
* | Baa3 from Moody’s (or, if not then rated by both such fating agencies, baving 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 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 billion and (3) with long-term senior 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-
applicable 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) with a substantially similar letter of credit in such
adjusted amount); (B) such leiter of credit names OVEC as the beneficiary thereunder;

(C) drawings under the letter of credit are permitted upon a signed statement from 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
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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 if the 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 full
amount of the letter of credit if such letter of credit is not renewed or extended; or

(¢)  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
facilities and other senior debt.

Upon any such replacement, the obligations of the applicable Sponsoring Company covered by
such credit support (including with respect to prior periods and including all enforcement and
other expenses relating to any replaced credit support) shall be assumed in full under such
replacement credit support agreement and the former credit suppori agreement shall be
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