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AMENDED AND RESTATED
INTER-COMPANY POWER AGREEMENT
DATED AS OF SEPTEMBER 10, 2010
AMONG

OHIO VALLEY ELECTRIC CORPORATION,

ALLEGHENY ENERGY SUPPLY COMPANY, LL.C.
APPALACHIAN POWER COMPANY, .

BUCKEYE POWER GENERATING, LLC,
COLUMBUS SOUTHERN POWER COMPANY,

THE DAYTON POWER AND LIGHT COMPANY,
DUKE ENERGY OHIO, INC.,

FIRSTENERGY GENERATION CORE.,

INDIANA MICHIGAN POWER COMPANY,
KENTUCKY UTILITIES COMPANY,

LOUISVILLE GAS AND ELECTRIC COMPANY,
MONONGAHELA POWER COMPANY,

OHIO POWER COMPANY,

PENINSULA GENERATION COOPERATIVE, and
SOUTHERN INDIANA GAS AND ELECTRIC COMPANY
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INTER-COMPANY POWER AGREEMENT

THIS AGREEMENT, dated as of September 10, 2010 (the *Agreement™), by and
among OHIO VALLEY ELECTRIC CORPORATION (herein called OVEC), ALLEGHENY ENERGY
SuprLY Company, L.L.C. (berein called Allegheny), APPALACHIAN POWER CoMPANY (herein
called Appalachian), BUCKEYE POWER GENERATING, LLC (herein called Buckeye), COLUMBUS
SOUTHERN POWER COMPANY (herein called Colurnbus), THE DAYTON POWER AND LIGHT
Company (herein called Dayton), DUKE ENERGY OHio, INC. (formerly known as The Cincinnati
Gas & Electric Company and herein called Duke Ohio), FIRSTENERGY GENERATION CORP.
(herein called FirstEpergy), INDIANA MICHIGAN POWER COMPANY (herein called Indiana),
KenTucky UtiLimies CoMPANY (herein called Kentucky), LOUISVILLE GAS AND ELECTRIC
Company (herein called Louisville), MONONGARELA POWER COMPANY (herein called
Monongahela), OH10 POWER COMPANY (herein called Ohio Power), PENINSULA GENERATION
COOPERATIVE (berein called Peninsula), and SOUTHERN INDIANA GAS AND ELECTRIC COMPANY
{(herein called Southern Indiana, and all of the foregoing, other than OVEC, being herein
sometimes collectively referred to as the Sponsoring Companies and individually as a
Sponsoring Company) hereby amends and restates in its entirety, the Inter-Company Power
Agreement dated as of March 13, 2006, as amended by Medification No. 1, dated as of March
13, 2006 (herein called the Current Agreement), by and among OVEC and the Spensoring
Companies.

WITNESSETH THAT:

‘WHEREAS, the Current Agreement amended and restated the original Inter-

Company Power Agreement, dated as of July 10, 1953, as amended by Modification No. 1, dated
as of June 3, 1966; Modification No. 2, dated as of January 7, 1967: Modification No. 3, dated as
of November 15, 1967; Modification No. 4, dated as of November 5, 1975; Modification No. 5,
dated as of September 1, 1979; Modification No. 6, dated as of August 1, 1981; Modification
No. 7, dated as of January 15, 1992; Modification No. 8, dated as of Japuary 19, 1994;
Modification No. 9, dated as of Augnst 17, 1995; Modification No. 10, dated 2s of Janpary 1,
1998; Modification No. 11, dated as of Apsil 1, 1999; Modification No. 12, dated as of
November 1, 1999; Modification No. 13, dated as of May 24, 2000; Modification No. 14, dated
as of April 1, 2001; and Modification No. 15, dated as of April 30, 2004 {together, herein called

- the Origival Agrecment); and

W HEREAS, OVEC designed, purchased, and constructed, and continues to operate _

and maintain two steam-eleciric generating stations, one station (herein called Ohio Station)
consisting of five turbo-generators and all other necessary equipment, at a location on the Ohio
River near Cheshire, Ohio, and the other station (herein called Indiana Station} consisting of six
turbogenerators and all other necessary equipment, at a location on the Ohio River near Madison,
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" Indiana, (the Ohio Siation and the Indiana Station being herein called the Project Generating

Stations); and

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

WHEREAS, OVEC entered into an agreement, attached hereto as Exhibit A, with
Indiana-Kentucky Electric Corporation (herein called IKEC), a corporation organized under the
laws of the State of Indiana as a wholly owned subsidiary corporation of OVEC, which has been
amended and restated as of the date of this Agreement and embodies the terms and conditions for
the ownership and operation by IKEC of the Indiana Station and such portion of the Pr()ject
Transm.tssmn Facilities which are to be owned and operated by it; and .

WHEREAS, transmission facilities were constructed by certain of the Sponsoring

Lompanies to interconnect the systems of such Spensoring Companies, directly or indirectly,

with the Project Generating Stations and/or the Project Transmission Facilities, and the
Sponsoring Companies have agreed to pay for Available Power, as hereinafier defined, as may
be available at the Project Generating Stations; and

WHEREAS, the parties hereto desire to amend and restate in their entirety, the
Current Agreement to define the terms and conditions governing the rights of the Sponsoring
Companies to receive Available Power ffom the Project Generating Stations apd the obligations

‘of the Sponsoring Companies to pay therefor.

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

ARTICLE 1

DEFINITIONS

1.01. For the purposes of this Agreement, the following terms, wherever used
herein, shall have the following meanings:

1.011 “Affiliate™ means, with respect to a specified person, any other
person that directly or indirectly through one or more intennediaries controls, is
controiled by, or is under common control with, such specified person; provided that
“control” for these purposes means the possession, directly or indirectly, of the power to
direct or cause the direction of the management and policies of a person, whether through
the ownership of voting securities, by contract or otherwise.



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

W

V012 Avbitration Board” has the ineaning st Torth in Secion 9.10.

L.013 *Available Energy” of the Project Generating Stations means the
energy associated with Available Power.

1.014 “Available Power” of the Project Generating Stations at any
particular time means the fotal net kilowatts at the 345-kV busses of the Project
Generating Stations which Corporation in its sole discretion will determine that the
Project Generating Stations will be capable of safely delivering under conditions then
prevailing, inchiding all conditions affecting capability.

1.015 “Corporation” means OVEC, IKEC, and all other subsidiary
corporations of OVEC.

1.016 “Decommissioning ard Demolition Obligation™ has the meaning

- set forth in Section 5.03(f) hereof.

1.017 “Effective Date” means Septermnber 10, 2010, or to the extent
necessary, such later date on which Corporation notifies the Sponsoring Companies that
all conditions fo 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 the Corporation. )

1.018 “Election Period” has the meaning set forth in Section 9.183(a)
hereof

1.019 “Minimum Generafing Unit Output” means 80 MW (net) for each
of the Corporation’s generation vmifs; provided that such “Minimum Generafing Unit
Quiput™ shall be confirmed from time fo time by operating tests on the Corporation’s
gencration vnits and shall be adjusted by the Operating Committee as appropriate
following such tests.

1.0110" “Miniroum Loading Event” means a period of time during which
one or more of the Corporation’s generation units are operating at below the Minimum
Generating Oufput as a result of the Sponsoring Companies” failure to schedule and take
delivery of sufficient Available Energy.

1.0111 “Mimmum Loading Event Costs” means the sum of the following
costs caused by one or more Minimum Loading Events: (1) the actual costs of any of the
Corporation’s generating units burning fuel oil; and (1i) the estimated actual additional
costs to the Corporation resulting from Minimum Loading Events, including without
limitation the incremental costs of additional emissions allowances, reflected in the
schedule of charges prepared by the Operating Committee and in effect as of the
commencement of any Miniraum Loading Event, which schedule may be adjusted from
time to time as necessary by the Operating Committee,
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'1.B11% “Month” means a calendar ponth.

1.0113 “Nominal Power Available” means an individual Sponsoring
Company’s Power Participation Rafio share of the Corporation’s current estimate of the
maximum amount of Available Power available for delivery at any given time.

1.0114 “Offer Notice” means the notice required to be given fo the other
Sponsoring Companies by a Transferring Sponsor offering to sell all or a portion of such
Transferring Sponsor’s rights, title and interests in, and obligations under this Apreement.
At 2 minimum, the Offer Notice shall be in writing and shall contain (i) the rights, title
and interests in, and obligations wndex this Agreement that the Transferring Sponsor
proposes to Transfer; and (ii) the cash purchase price and any other matexial terms and
conditions of such proposed transfer. *An Offer Notice may not contain terms or
conditions requiring the purchase of any non~OVBC intcrests

1.0115 “Permitted Assignee” means a person that is (a) a Spnnsonng
Company or its Affiliate whose long-term unsecured non-credit enhanced indebtedness,
as of the date of such assignment, has a Standard & Poor’s credit rating of at least BBB-
and a Moody’s Investors Service, Inc. credit rating of af least Baa3 (provided that, if the
proposed assigoee’s long-term unsecured non-credit enbhanced indebtedness is not
currently rated by one of Standard & Poor’s or Moody, such assignee’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 2 Moody’s Investors
Service, Inc. credit rafing of at least Baa3); or (b) a Sponsoring Compeny or its Affiliate
that does not meet the criteria in subsection () above, if the Sponsoring Compauy or its
Affiliate that is assigning its rights, title and interests in, and obligations under, this
Agreement agrees in writing (in form and substance satisfactory to Corporation) to
remain obligated o satisfy all of the obligations related to the assigned rights, title and
interests to the extent such obligations are not safisfied by the assignee of such rights, title
and interests; provided that, in no event shall a person be deemed a “Permitted Assipnee”
if counsel for the Corporation reasonably determines that the assignment of the rights,
title or interests ip, or obligations under, this Agreement to such person could cause a
termination, defaunlt, loss or payment obligation inder any securjty issued, or agreement
entered into, by the Corporation prior to such transfer,

1.0116 “Postretirement Benefit Obligation™ has the meanmg set forth in
Section 5.03(¢) hereof.

10117 “Power Participation Ratio™ as applied to each of the Sponsoring
Companies refers to the percentage set forth opposite its respective name in the tabulation
below:

_ Power Participation
Company Ratio—Percent
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i - CANlegheny oo 3.01
Appalachian... ... 15.6%
BUCKEYC e et 18.00
ColUIBUS ..o 444
DAYIOD ..o cnem et esseer e e s em st e e 4.50
Duke OhI0.....ioieiiiiiiiac e 9.00
FirstEnergy............. N P 4385
B £Ts v SO 7.83
KentuCky oo cereecreeere e 2.50
Lomisville e, 563
Monongahela.............coerrreceecreceeceeeeevaeseiee 0.49
Ohlo POWET ooceeee e 1549
Pentinsttla ..o 6.65
Sonthern Indiana .........ccooeveeveiereceeceee e 1.50

Total............ emeiee e et e mse e S 1000

1.0118 “Tariff” means the open access transmission tariff of ﬂie
Corporation, as amended from time to time, or any successor tariff, as accepted by the
Federal Energy Regulatory Commission ot any successor agency.

1.0119 “Third Party” means any person other than a Sponsering Company
or its Affiliate.

1.0120 “Total Minimum Generating Output” means the product of the
Minimum Generating Unit Output times the number of the Corporation’s generation units
available for service at that time.

1.0121 “Transferring Sponsor™ has the meaning set forth in Section
9.183(a) hereof

1.0122 “Uniform System of Accounts™ means the Uniform Systern of
Accounts prescribed by the Federal Energy Regulatory Corumission as in eﬁect on
January 1, 2004,

ARTICLE 2
TRANSMISSION AGREEMENT AND FACILITIES

2.01. Transmission Agreement. The Corporation shall enter into a fransmission
service agreement under the Tariff, and the Corporation shall reserve and schedule transmission
service, ancillary services and other transmission-related services in accordance with the Taciff
to provide for the delivery of Available Power and Available Energy to the apphcable delivery
point under this Agreement,
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""2.02." Limited Burdening of { Carporaaon s Transmission Facilities.
Transmission facilities owned by the Corporation, including the Project Transmission Facilities,
shall not be burdened by power and energy flows of any Sponsoring Company to an extent
which would iinpair or prevent the transmission of Available Power.

ARTICLE 3

[RESERVED]

ARTICLE 4
AVAILABLE POWER SUPPLY

4.01.  Operation of Project Generating Stations. Corporation shall operate and
maintain the Pro;cct Generating Stations in a manner consistent with safe, prudent, and efficient
operating practice so that the Available Power available from said stations shall be at the highest
practicable level attainable consistent with OVEC’s obligations under ReliabilityFirst Reliability
Standard BAL-002-RFC throughout the term of this Agreement.

" 4.02. Available Power Entitlement. The Sponsoring Companies collectively
shall be entitled to take from Corporation and Corporation shall be obligated to supply to the
Sponsoring Companies any and all Available Power and Available Energy pursuant to the
provisions of this Agreement, Each Sponsoring Company’s Available Power Entitlement
hereunder shall be its Power Participation Ratio, as defined in subsection 1.0117, of Available
Power.

4.03. Available Energy. Corporation shall make Available Energy availabie to
each Sponsoring Company in proportion to said Sponsoring Company’s Power Participation
Ratio. No Sponsoring Company, however, shall be obligated to avail itself of any Available
Energy. Available Energy shall be scheduled and taken by the Sponsoring Companies in
accordance with the following procedures:

4031 Each Spbnsoring Company shall schedule the delivery of all or any
portion (in whole MW increments) of its entitlement to Available Energy in accordance
. with scheduling procedures established by the Operating Committee from time to time.

4032 Inthe event that any Sponsoring Company does not schedule the -

. delivery of all of its Power Parficipation Rafio share of Available Energy, then each such
other Sponsoring Company may schedule the delivery of all or any portion (in whole
MW increments) of any such unscheduled share of Available Energy (through successive
allotments if necessary) in proportion to their Power Participation Ratios.



203110427-5153 FERC PDF (Unofficial) 4/27/2011 2:17:59 PM

=~

74033 Notmthstandmg any Available Energy schedules made iu
accordance with this Section 4.03 and the applicable scheduling procedures, (i) the
Corporation shall adjust all schedules to the extent that the Corporation’s actual
generation output 1s less than or more than the expected Nominal Power Available o all
Sponsorning Companies, or to the extent that the Corporation is unable to obtain sufficient
transmission service wnder the Tariff for the delivery of all scheduled Available Energy;
and (i1} immedizately following 2 Minimum Loading Event, any Sponsoring Company
causing (in whole or part) such Minimum Loading Event shall have its Available Energy
schedules increased afier the schedules of the Sponsoring Companies not causing such
Minimum Load Event, in accordance with the estimated ramp rates associated with the
sintdown and start-up of the Corporation’s generation units as reflected in the schedules
prepared by the Operating Committee and in effect as of the commencement of any
Minimum Loading Event, which schedules may be adjusted from time to ime as
necessary by the Operating Commitiee.

4.034  Each Sponsoring Company availing itself of Available Energy
shall be entitled to an amount of energy (herein called billing kilowatt-hours of Available
Energy) equal to its portion, determined as provided in this Section 4.03, of the total
Available Energy afier deducting therefrom such Sponsoring Company’s propertionate
share, zs defined in this Section 4.03, of all losses as determined in accordance with the
Tanff incurred in trapsmitting the total of such Available Energy from the 345-k'V busses
of the Project Generating Stations to the applicable delivery points, as scheduled pursuant
to Section .01, of all Sponsoring Companies availing themselves of Available Energy.
The proportionate share of all such losses that shall be so deducted from such Sponsoring
Company’s-portion of Available Energy shall be equal to all sach losses multiplied by the
ratio of such portion of Available Energy to the total of such Available Energy. Each
Spoasoring Company shall have the right, pursuant to this Section 4.03, to avail itself of
Avatlable Energy for the purpose of meeting the loads of its own system and/or of
supplying energy to other systems in accordance with agreements, other than ﬂus
Agreement, to which such Sponsoring Company is a party.

4.035 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 Minimim Generating Output during any hour, 2 Minimura Loading

Event shall occur, then such one or more Sponsoring Companies shall be assessed
charges for any Minimum Loading Event Costs in accordance with Section 5.05.

ARTICLE 5

CHARGES FOR AVAILABLE POWER AND MINIMUM LOADING EVENT COSTS

5.01. Total Monthly Charge. The amount to be paid to Corporation each month

by the Sponsoring Companies for Available Power and Available Energy supplied under this
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" " Agreement shall cosist of the sum of an energy charge, a demand charge, and a transmission
charge, all determined as set forth in this Arficle 5.

5.02. Energy Charge. The energy charge fo be paid each month by the
Sponsoring Companies for Available Energy shall be determined by Corporation as follows:

5.021 Determine the apgregate of all expenses for fuel incvrred in the
operation of the Project Generating Stations, in accordance with Account 50} (Fuel),
Account 506.5 (Variable Reagent Costs Associated With Pollution Contro! Facilities) and
509 {Allowances) of the Uniform System of Accounts.

" 5.022 Determine for such month the difference between the total cost of
fuel 2s described in subsection 5.021 above and the total cost of fuel included in any
Minimum Loading Event Costs payable to the Corporation for-such month pursuant to
Section 8.03. For the purposes hereof the difference so determined shall be the fuel cost
atiocable for such month to the total kilowatt-hours of energy generated at the Project
Generating Stations for the supply of Available Energy. For Available Energy availed of
by the Sponsoring Companies, each Sponsoring Company shall pay Corporation for each
such month an amount obtained by multiplying the ratio of the billing kilowatt-howrs of
such Available Energy availed of by such Sponsoring Company during such month to the
aggregate of the billing kilowatt-hours of all Available Energy availed of by all
Sponsoring Companies during such month fimes the total cost of fuel as described in this
subsection 5.022 for such month.

5.03. Demand Charge. During the period commencing with the Effective Date
and for the remainder of the term of this Agreement, demand charges payable by the Sponsoring
Companies to Corporation shall be determined by the Corporation as provided below in this
Section 5.03. Each Sponsoring Company's share of the aggregate demand charges shall be the
percentage of such charges represented by its Power Participation Ratio. '

The aggregate demand charge payable each month by the Sponsoring Companies
to Corporation shall be equal to the total costs incuared for such month by Corporation resulting
from its ownership, operation, and maintenance of the Project Generating Stations and Project
Transmission Facilities determined as follows:

As soon as practicable after the close of each calendar month the following
components of costs of Corporation (¢liminating any duplication of costs which
might otherwise be reflected among the corporate entities comprising
Corporation) applicable for such month to the ownership, operation and
maintenance of the Project Generating Stations and the Project Transmission
Facilifies, including additional facilities and/or spare parts (such as fuel
processing plants, flue gas or waste product processing facilities, and facilities
reasonably required to enable the Corporation to limit the emission of pollutants
or the discharge of wastes in compliance with governmental requirements) and
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the Project Transmission Facilities in a dependable and efficient operating
condition, and any provision for any taxes that may be applicable to such charges,
to be determined and recorded in the following manner:

(a)  Component (A) shall consist of fixed charges made up of
(1) the arnounts of interest properly chargeable to Accounts 427, 430 and
431, less the amount thereof credited to Account 432, of the Uniform
System of Accouats, including the interest component of any purchase
price, inferest, rendal or other payment under an installment sale, loan,
lease or similar agreement relating to the purchase, lease or acquisition by
Corporation of additional facilifies and replacements (whether or not such
inferest or other amounts have come due or are actually payable during
such Monih), (i) the amounts of amortization of debt discount or prermium
and expenses properly chargeable to Accounts 428 and 429, and (jii) an
amount equal to the sum of (I) the applicable amount of the debt
amortization component for such month required to retire the total amount
of indebtedness of Corporation issued and outstanding, (I the
amortization requirement for such month in respect of indebtedness of
Corporation incurred in respect of additional facilities and replacements,
and (1If) to the extent not provided for pursuant to clause (1) of this
clanse (i1}, an appropriate allowance for depreciation of additional
facilities and replacements.

(b)  Component (B) shall consist of the total operating expenses
for labor, maintenance, materials, supplies, services, 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 1otal of alt 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 1o the Corporation for such month pursnant
to Section 5.04, and plus any additional amounts which, afier 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 penaltics 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,
inciuding all taxes on income but excluding any federal income taxes
ansing from payments to Corporation under Component (D) below, and
all operating or other costs or expenses, net of income, not included or



adjustreents, 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 multiplied by the total number of shares of capital stock
of the par value of $100 per share of Ohio Vailey Electric Corporation
which shall bave 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,
mainfenance and administration of life insurance, medical insurance and
other postretirement benefits other thén pensions atfributable 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 whick
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, among other factors, the
Statement of Financial Accounting Standards No. 106 (Employers®
Accounting For Postrefirement Benefits Other Than Pensions) and any
applicable accounting standards, policies or practices as adopied from time
to time relating to accruals with respect to all or any porbion of such

Postictirement Benefit Obligation.

(f)  Component (F) shall consist of an amount that may be
incwrred in connection with the decommissioning, shutdown, demolition
and closing of the Project Generating Stations when production of electric
power and energy is discontinued at snch Project Generating Stations,
which amount shall include, without Hoirtation the following costs {net of
any salvage credits): the costs of demolishing the plants’ building
stroctures, disposal of non-salvageable materials, removal and disposal of
insulating materiats, 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
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7 inacondition necessary to protect health or the environment or which are
required by regulatory authonities, or which are incurred to fund
continuing obligations to monitor or fo correct eavironmental problems
“which result, or are later discovered to result, from the facilities’
operation, closure or post-closure activities (“Decommissioning and
Demeolition Obligation™)_provided that, the amount payabie 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 fime 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 wnder 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 fransmission-
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.

5.05.  Minimm Loading Event Costs. To the extent that, as a result of the
failure by one or more Sponsoring Companies to take its respective Power Participation Ratio
share of the applicable Total Minimum Generating Output during any hovr, a Minimum Loading
Event shall occur, then the sum of all Mirimum Loading Event Costs relating fo such Migimum
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 Minimur Loading Event Costs
allocated among such Sponsoring Companies on a pro-rata basis in accordance with such
Sponsoriog Company’s MWh share of the MWh reduction in the delivery of Available Encrgy
causing any Minimum Loading Event. The applicable charges for Minimum L oading Event
Costs as determined by the corporation in accordance with Section 5.05 shall be paid each month
by the applicable Sponsoring Companies,

ARTICLE S
Metering of Energy Supplied
6.01. Measuring fnstruments. The parties hereto shall own and maintain such

meteTing equipment as may be necessary to provide complete information regarding the delivery
of power and epergy to or for the account of any of the parties hereto; and the ownership and



cxpense of such metering shall be in accordance with agreements among them. Each party will
al its own expense make such periodic fests 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 partics hercto 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 bé given notice of, and may have representatives present at,
any test and inspection made by another party.

ARTICLE 7

CosTs OF REPLACEMENTS AND ADDITIONAL FACILITIES;
PAYMENTS FOR EMPLOYEE BENEFITS;
DECOMMISSIONING, SHUTDOWN, DEMOLITION AND CLOSING CHARGES

7.01. Replacemenl Costs. The Sponsoring Companies shall reimburse
Corporatu)n for the difference between (a) the total cost of replacements chargeable to property
and plant made by Corporation doring any month prior thereto (and not previously reimbursed)

. and (D) 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 diee
ander 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 sball be the percentage of such costs represented by its Power Participation Ratio.
The term cost of replacements, as used herein, shall include all components of cost, plus removal
expense, less salvage.

1.02. 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 previcusly 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 facilifies and/or spare parts, the payments due under this .
Section 7.02 shall equal the amount of all principal, interest, taxes and other costs and expenses
related to such financing during any month. Each Sponsoring Company’s share of such payment
shall be the percentage of such costs represented by its Power Participation Ratio.

7.03. Payments for Employee Benefits. Not later than the effective date of
termination of this Agreement, each Sponsoring Company will pay to Corporation its Power
Participation Ratio share of additional amounts, after provision for any taxes that may be
applicable thereto, sufficient to cover any shortfall if the amount of the Postretirement Benefit
Obligation collected by the Corporation prior to the effective date of texmination 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
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with 'gi.'ié;i'd ofan actuary Or actuaries sclected by the Corpomi-i;; based on the teims of the
Corporation’s then-applicable plans.

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

ARTICLE 8

BILLING AND PAYMENT

8.0%. Available Power, and Replacement and Additional Facility Costs. As
soon as practicable after the end of each month Corporation shali 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 addifional
facilities and/or spare parts incurred during such mowsth, pursuant to 4rticles 5 and 7 above.
Such Sponsoring Company shall make payment therefor promptly upon the receipt of such
statement, but in no event later than Sfteen (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 fo 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 Sponsoning Companies duiing 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 amonnt payable by such Sponsoring Company for such semi-
monthly period Such Sponsoring Company shall make payment therefor promptly upon receipt
of such statement, but in no event later than fifteen (15) days after the date of receipt of such

RPN T R
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statement and the amounts so paid by such Sponsoring Company shall be credited o the account
of such Sponsoring Comxpany 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 menth, Corporation shall render to each Sponsoring Company a statement indicating any
applicable charges for Minimum Loading Event Costs pursuant to Section 5.05 durng such
month, specifying the amount due to the Corporation therefor pursuant to Arficle 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
fime, it shall be estimated subject to adjustment when the actual determination can be made, and
all payments shall be subject to subsequent adjustment.

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

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

(t)  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 assexted by such
Sponsoring Company, against the Corporation , any other Sponsoring
Company, any creditor of the Corporation or any other Person (including,
without limifation, 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' Agrecment or any other
agreement (whether or not related to the transactions conteroplated by this
Agreement or any other agreement) to which such party is a party);or

(¢}  the validity or enforceability against any other Sponsoring
Company of this Agreement or any right or obligation herevnder (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. Al power and energy
delivered hereunder shall be 3-phase, 60-cycle, alternating cutrent, at a nominal unregulated
voltage designated for the point of delivery as described in this Article 9. Available Power and
Available Encrgy 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, 2s
scheduled by the Sponsoring Company in accordance with procedures established by the
Operating Comuittee 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
pecessary 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 A vailable Energy at any delivery point is less than the total amount of Available
Power and Available Energy scheduled for delivery by the Sponsoring Companics at such
delivery point in accordance with Section 9.01, then the following procednres 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 fox
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
Companics up to their Power Participation Ratio share of the iotal amount of Available Energy
available to 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) io Allegheny, Appalachian, Buckeye, Columbus, FirstEnergy, Indiana,
Monongahela, Ohio Power and Peninsula {or theix successors) for deliveries at the points of
interconnection between the Corporation and Appalachian, Columbus, Indiana or Ohio Power, or
their successors; (i) to Duke Ohio (or its successor) for deliveries at the points of
interconnection between the Corporation and Duke Ohia or its successor; (1) to Dayton (orits
successor) fer deliveries at the points of interconnection between the Corporation and Dayton or
its successor; and {iv) to Kentucky, Louisville and Southern Indiana (or their successors) for
delivenies at the poinfs of interconnection between the Corporation and Louisville or Kentucky,
or their suceessors; and (b) any remaining trausmission capability available for the delivery of
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Available Power and Available Energy shall be allocated on a pro rata basis (in whole MW
increments) to the Sponsoring Companies in accordance with their Power Participation Ratios.

9.03. Operation and Maintenance of Systems Involved. Corporation and the
Sponsoring Companies shall operate their systems in parallel, directly or indirectly, except
during emergencies that temporarily preclude parallel operation. The parties hereto agree to
coordinate their operations to assure maximum continuity of service from the Project Generating
Stations, and wiih 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 fiuctvations in energy flow among the systems. The parties shall cooperate
with one another in the operation of reactive capacity so as to assure mutually sahsfactory 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
roinirnize 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, telemetexing, frequency and/or tie-line control facilities
essential to $0 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 interconmected
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
fimctionally conirolled by a regional transmission organization or indeperdent system operator,
Corporafion shall nse commesciatly 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 Cosporation’s transmission facilities, and to.enter info a mutually agreeable services
agreement with a regional trapsinission organization or independent system operator to provide
the Corporation with reliability and security coordination services and other related services,

8.04. Power Deliveries as Affected by Physical Characteristics of Systems. Tt is
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 4 part, may at times
preclude the direct delivery at the points of interconnection between the transmission systems of
one or more of the Sponsering Companies and Corporation, of some portion of the energy
supplied under this Agreement, and that in each such case, because of said characteristics, some
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of the cnergy will be defivered at points which inferconnect the system of one or more of the
Sponsoring Companies with systems of companies not parties to this Agreement. The parties
hereto shall coopesate in the development of mutuaily satisfactory arrangements among
themselves and with such companies not parties hereto whereby the supply of power and energy
contemplated hereunder can be fulfiiled.

9.05. Operating Comimnittee. There shall be an “Operating Committee”
consisting of oae member appointed by the Corporation and one member 2ppointed by each of
the Sponsoring Companies electing so to do; provided that, if any two or more Sponsoring
Compames are Affiliates, then such Affiliates shall together be entitled 1o appoint only one
member to the Operating Cotmitiee. The “Operating Committee™ shall establish (and modify as
necessary) scheduling, operatipg, testing and maintenance procedures of the Corporatien in
support of this Agreement, including establishing: (1) 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 Tanff 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 Comumittee 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 Agrecment. The decisions of the Operating Committee, including the
adoption or meodification of aay procedure by the Operating Committee pursuant to this Section
9.04, must receive the affirmative vote of at least two-thirds of the members of the Operating
Committee, regardless of the number of members of the Operating Comnmittee present at any
meelng.

9.06. Acknowledgment of Certain Rights. For the avoidance of doubt, al 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 thercby changed, modified
or otherwise removed as of the effective date of the Current Agreement, such Sponsoring
Company may be enfitled to rights under applicable law, regulation, rules or orders nnder the
Federal Power Act or otherwise adopted by the Federal Energy Regulatory Comrussion

("FERC?), (11} as a result of the elimination as of the effective date of the Current Agreement of ]

the firm transmission service previonsly provided during the term of the Original Agreement to
Sponsoring Companies or their predecessors whose transmission systems were only indirectly
comected fo the Corporation’s facilities through intervening transmission systems by certain
Sponsoring Companies or their predecessors whose transmission systems were directly
connected to the Corporation’s facilities, such Sponsoring Companies or their predecessors
whose transmission systems were only indirectly comected to the Corporation’s facilities
through intervening transmission systems shall have been enfitled to such “roll over” firm
transmassion service for delivery of their entitlement 1o 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-
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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
Compény 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 Agrcement shall become effective upon the
Effective Date and shall texminate upon the earlier of; (1) June 30, 2040 or (2) the sale or other
disposition of all of the facilifies of the Project Generating Stations or the permanent cessation of
operation of such facilities; provided that, the provisions of Articles 5, 7 aiid 8, this Section 9.07
and: Sections 9.08, 9.09, 9.10,9.11,9.12, 9.14, 9.15, 9.16, 6,17 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 obligatiens or liabilities incurred prior to such
termination. i

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

5.05. Modification of Agreement. Absent the agreement of all parties to this
Agreement, the standard for changes to provisions of this Apreement related to rafes proposed by
a party, a non-party or the Federal Energy Regulatory Commission {or a successor agency)
acting sua spente 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 Ca., 350 U.S. 348 {1956).

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

The party demanding arbitration shall serve notice in writing upon all otber
parties hereto, setting forth in detzil 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 fait
so to agree within a peried of thirty (30) days from the origipal notice, the party demanding
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arbitration may, by written notice to all other parties hereto, direct that any members of the
Axbitration Board that have not been agreed to by the parties shall be selected by the American
Arbitration Association, Or any stccessor 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 matier sought to be arbitrated.

The Arbitration Board shall afford adequate opportunity to all parties bereto to
present inforrmation with respect fo the controversy, dispute or claim submitted to arbifration 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 maiters o 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 fipal 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 dmsmn of the
costs of the arbitration proceeding ammong the parties hereto.

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

9.12. Force Majeure. No party hereto shall be held responsible or liable for any
loss or damage on account of non-delivery of energy hereunder at any time caused by an event of
Force Majeure. “Force Majeure” shall mean the occurrence or non-occurrence of any act or

. event that could ot reasonably have been expected and avoided by exercise of due diligenee and
foresight and such act or event is beyond the reasonable control of such party, including to the
extent cansed by act of God, fire, flood, explosion, stnke, civil or military anthority, insurection
or riot, act of the elements, or faillure of equipment. For the avoidance of doubt, “Force
Majeure” shall m 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 (if)
the Sponsoring Company’s mzability economically to use or resell the Available Power ot
Available Energy purchased hereunder.

9.13. Governing Law. This Agrccmcnt shail be govermed by, and construed in
accordance with, ﬁ:te laws of the State of Ohio. _

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

(@  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.
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(6] Thereceipt of all regulatory approvals, in form and substance
satisfactory to the Sponsoring Companies, necessary to permit the Sponsoring
Companies 1o carry out all transactions contemplated hercin.

. 9.15. Notices. All notices, requests or other communications under this
A greement shall be in writing and shall be sufficient in all respects: (i) if delivered in person or
by courier, upen rece1pt 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 confimmed by, if delivered by courier, the records of such courier), (if) 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, o (iii) if
matled, 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 of more instances, but the failure of any party to insist in any

one or more instanees 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
pravisions or the relinquishment of any such rights, but the same shall continue and remain in
full force and effect.

9.17. Titles of Articles and Sections. The titles of the Articles and Sections in
this Agreernent 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 constitiie but one and the same document.

9.181 This Apreement shall inure to the benefit of and be binding upon
the parties bereto 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 linuitation 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 ke permitted to, upon thirty (30} days notice to the Corporation and each
other Sponsoring Company, without any further action by the Corporation or the other
Sponsoring Companies, assign all or part of its rights, title and interests in, and
obligations under this Agrecment to 2 Permifted 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
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in 1ts reasonable discretion (including, without loitation; the agreement by the
Sponsoring Company assigning such rights, title and interests in, and obligations under,
this Agreement to rermburcse 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 agreemnents resulfing 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 2 Third Party without any further action by the Corporation or the
other Sponsoring Companies.

(&) A Sponsoring Company {the “Transferring Sponsor™) that
desires fo 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 imevocable 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 raust 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 therem by delivening written notice of such election to the
Transferning 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 ifs election fo 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) nmless the Sponsoring Company that delivered such
conditional election subsequently delivers wriiten notice to the
Transferring Sponsor and the Carporation on or before the tenth (10 day
afier 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 Sponsonng Company
exercises its Tight to purchase all of the rights, title and interests in, and

JROO T R
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obligations under this Agreement described in the Cffer Notice in
accordance wrth the previous sentence, such rights, title and {nterests in,

" and obligations undex this Agreement shatl be allotted (successively if
necessary) among the Sponsoring Companies exercising such right in
proportion to {heir respective Power Participation Ratios.

(¢}  Each Sponsoring Company cxercising its nght 1o purchase
any rights, title and interests in, and obligations under this Agreemeént
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 clected to -
purchase all of the rights, title and interests in, and obligations under this
Agreement of the Transferring Sponsor pursuant to the 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 a1l pecessary govemmental filings,
comsents 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 apd warranties
customary for fransactions of this type, including those as to its title to
such securities and that there are no Liens or other enctombrances on such
securiies (other than pursuant to this Agreement) and shall sign such
docuroents as may reasonably be requested by the Corporation and the
other Sponsoring Companies. The Spoasoring 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 Nofice, 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 fo, assign such
rights, title and interests in, and obligations under this Agreement to a
Third Party at a priee no less than 92.5% of the purchase price specified in
the Offer Notice and on other material terms and condifions no more
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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-ferm unsceured 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
Baal (provided that, if such Third Party’s long-term nasecured 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); (i1) 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 obligaticns under, this
Agreement to such Third Party would not cause a temnination, default,
loss or payment obligation under any security issned, or agreement entered
inta, by the Corporation prior to such transfer; and (iv) such Third Party
executing a counterpaxt 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
limjtation, 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 auy fees or expenses required under any
security issued, or agreement entered into, by the Corporation as a result
of such assignment, including without limitation any consent fee or
additional financing costs to the Corporation under the Corporation’s then-
existing securities or agreements resulting from such assignment). In the
event that the Sponsoring Company and a Third Party have not entered
into 2 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 2 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 wounld 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.

————
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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:

(@)  itis duly organized, validly existing and in goed standing
_ under the laws of its state of organization, with full corporate power,
~ " authority and Jegal right to execute and deliver this Agreement and to
' perform its obligations hereunder;

{t) it has duly avthorized, execnied 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
contveyance, recfganization, ynoratorium of other similar laws affecting the
enforcement of credifors’ rights generally;

(¢}  Exceptas set forth in Schedule 10.01(c) hereto, no consents
or approvals of, or filings or registrations with, any governmental
authority or public regniatory 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 confliet 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 Defmdt. If aay Sponsoring Company fails to make full payment
to Corporation under this Agreement when due and such faiture is not remedied within ten (10)
days after receipt of notice of such failure from the Corporation, then such failure shall constitute
a “Payment Defanif” on the part of such Sponsoring Company. Upon a Payment Defanlt, the
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Corporation may suspend service o the Sponsoring Company that has cavsed 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 Corgpanies in accordance
with Section 4.032). The Corporation’s right to suspend serviee shall not be exclusive, but shall

 be in addition to all remedies available to the Corporation at law or in equify. No suspension of
service or termination of this Agreement shall relieve any Sponsoring Company of its obligations
under this A greement, which are absolute and unconditional.

11.02. Performance Defaull. 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 faiture does not constitute a Payment Default imder Section 11.01),
the Corporation (in the case of a default by any Sponsoring Company) and any Sponsoring
Company (m the case of a default by the Corporation) shall give the defanlting 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 natice thereof (or within such longer period of time,
not to exceed sixty (60) additional days, as necessary for the defaulting party with the exercise of
reasonable diligence to cure such default), then the Corporation (in the case of a default by any
Sponsoring Company) and any Sponsoring Company {in the case of a default by the
Corporation) shall have all of the rights and remedies provided at law and in equity, other than
termination; of this Agreement or any release of the obligation of the Sponsonng 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 & waiver of any other default or defauits, whether of 2 like kind or different nature.

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

[Signature pages follow]
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IN WITNESS WHEREOQF, the patties hereto have caused this Amended and Restated Inter-
Comnpany Power Agreement to be duly exesuted and delivered by their proper and duly

anthorized officers as of September 10, 2010.

OHIO VALLEY ELECTRIC
CORPORATION

5 WM
Its /]

U -
APPALACHIAN POWER COMPANY
By
Its
COLUMBUS SOUTHERN POWER
COMPANY -

By

Iz

DUKE ENERGY OHIQ, INC-
By

Its

INDIANA MICHIGAN POWER
CONMPANY

By

ts

ALLEGHENY ENERGY SUPPLY
COMPANY, LL.C.

By
Tis

BUCKEYE POWER GENERATING,
ILLC

By
Its

" THE DAYTON POWER AND

LIGHT COMPANY

By

Ins

FIRSTENERGY GENERATION
CORP.

KENTUCKY UTILITIES
COMPANY

By

Amended #nd Restated Ioter-Compsry Fower Agresment
5t

Bmsp- VIS0 Ackive 120061 164
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N WITNESS WHEREQF, the parties hereto have caused this Amended and Restated Inter-
Company Power Agreement 1o be duly executed and delivered by their proper and duly

arthorized officers as of September 10, 2010.

OHIO YALLEY ELECTRIC
CORPFORATION

By
Tt

APPALACHIAN FOWER COMPANY

COLUMBUS SOUTHERN FOWER
COMPANY

By
Its

DUKE ENERGY OHIO, INC.

By
Is

INDIANA MICHIGAN FOWER
COMPANY

By
ks

Iiz

ALLEGHENY ENERGY SUPPLY
COMPANY, LLC.

By
Ys

BUCKEYE POWER GERERATING,
LLC

By

THE DAYTON POWER AND
LIGHT COMPANY

By
Ts

FIRSTENERGY GENERATION
CORP.

By
Its

KENTUCKY UTILITIES
COMPANY

By
Its

Amentied mnd Restated Ifer-Company Power Agreement
L |

ENEEH-DFS-LRNZS-Active JT0RETI6.4
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TN WITNESS WHEREQF, the parties heteto have cansed this Amended and Restated Inter-

Company Power Agreement to be dufy exceited end delivered by their proper and duly

suthorized officers as of September 10, 2010.

OHIO VALLEY ELECTRIC
CORPORATION

By
Its

APPALACHIAN FOWER COMPANY

By
Its

COLUMBIS SOUTBERN POWER
COMPANY

v T

Te -

DUKFE ERERGY OHIO, INC.

By
Xts

TNDIANA MICHIGAN POWER
COMPANY

By
Tig

ALLEGHENY ENERGY SUPPLY

COMPANY, LI.C.
By ‘
s :
BUCKEYE POWER CENERATING,
LLe
By
fts
THE DAYTON POWER AND -
LIGHT COMPANY
By
Irs
FIRSTENERGY GENERATION

_ CORP.
By
Its
KENTUCKY UTILITIES
COMPANY
By

“ts

Amended end Restied InterCompeny Power Agreement
81

G305 OHSL2UT-Amive 120G F6 4
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IN WITNESS WHEREOF, the partics hereto have cansed this Amended and Restated Inter-
Company Power Agreement (o be duly executed and delivered by thetr proper and duly

authorized officers a5 of September 10, 2010.

OBIO VALLEY KLECTRIC
CORPORATION

By
Its

APPALACHIAN FOWER COMPANY

By
Irs

COLUMBUS SOUTHERN POWER
COMIANY

By
s

DUKE ENERGY OHIO, INC.

By Mﬁ\

WECy PrASTOTAIT

INDIANA MICHIGAN POWER
COMPANY

By
-

ALLEGHENY ENERGY SUPPLY
COMPANY, L.L.C.

By
Its

BUCKEYE POWER GENERATING,
LELC

By
Its

THE DAYTON POWER AND
LIGHT COMPANY

By
Its

FIRSTENERGY GENERATION
CORP.

KENTUCKY UTILITIES
COMPrANY

Amcnded and Resteted InterCompey Power Agrecment
5

(RS-0 15T Active THIN 164



IN WITNESS WHEREOF, ihie parties heceto have caysed fhis Amended and Restated Inter-
Compary Power Agteemr.nr.m be duly execnted mmd delivered by their prther and daly

B eatherized offieéis 13 of September 10, 2010. .
OHIQ VALLEY ELECIRIC : ALLXGHENY ENERGY SUPPLY
CORPORATION | COMPANY, LL.
By By

[T LT S PR

Ny

1AL Ry,

_APPALACHIAN POWER COMPANY

By

Is

" COLUMBUS SOUTHERN FOWER

COMPANY

B}f L]

g

DUKE ENERGY OHIO, INC.

By
Hs

INDIANA MICRIGAN POWER

C0R50 01D et 1EHTIES

i}

-BUCKEYE POWER GENERATING,

LLC

By
its

THE DAYTON POWER AND
LIGHT COMPANY -

COMPANY

FYY P

IERT ORI
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IN WETNESS WHEREOF, the parties hereto have caused this Amepded and Restated Infer
Comgay Power Agreement to be duly executed and delivered by their proper end duly

authorzzed officers as of September 10, 2010

OHIO VALLEY ELECTRIC
CORPORATION

By
By |

APPATACHIAN POWER COMPANY

By

its

COLUMBYS SOUTHERN FOWER
COMPANY-

By

. B

DUKE ENERGY OHIO, INC.

By
Bs

INDIANA MICHIGAN POWER
COMPANY

By
Bs

By

ALLEGHENY ENERGY SUPPLY

_COMPANY, LL.C.

e

s Wi & 7:4 |BE E:
BUCKEYE FOWER GENERATING,
LiC .
Itz

THE DAYTON POWER AND
LIGHT COMPANY

By

e

FIRSTENERGY GENERATION
CORP.

By

Tts

KENTUCKY UTILITIES
COMPANY

By

Itz

Amevded and Rectsied Inter-Compeny Power Agrecmen)
51

(S50 S UM EZIGEY 364
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IN WITNESS WHEREOF, the parties hereto have caused this Amended and Restated Inter-
Company Power Agreement to be duly executed and delivered by their prope: and duly

authorized officers as of September 10, 2010,

OHIO VALLEY ELECTRIC
CORPORATION

By
Its

APPALACBIAN POWER COMPANY

By
Its

COLUMBUS SOUTHERN POWER
COMPARY

By
Its

PUKE ENERGY OHIO, INC.

By
Tis

INDYANA MICHIGAN FOWER
COMTYANY

By
Hs

ALLEGHENY ENERGY SUPPLY
COMPANY,LLC.

By
hs

BUCKEYE POWER GENERATING,
LE

M@Qm |

s President & CEO

THE DAYTON POWER AND
LIGET COMPANY

By
¥s

FIRSTENERGY GENERATION
CORP.

By
Ts

KENTUCKY UTHLITIES
COMPANRY

By
Bts

Amended and Restated Inter-Compary Power A groement,

QS0S60-DO) S-AR2T At 1 2026] 6.4

81
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IN WITNESS WHEREQCF, the parties hereto have cansed this Amended and Restaied Inter-
Compsany Power Agreement to be duly executed and delivered by their proper and duoly

~ authorized officers as of September 16, 2010.

OHIO VALLEY ELECTRIC
CORPORATION

By
Jts

AFPPALACHIAN POWER COMPANY

By
Its

COLUMBUS SOUTHERN POWER
COMPANY

By
Its

DUKE ENERGY OHIO, INC.

By
Its

INDIANA MICHIGAN POWER
COMPANY

By
Its

ALLEGHENY ENERGY SUPPLY
COMPANY, LL.C.

By
Its

BUCKEYE POWER GENERATING,
LLC

By
Its

THE DAYTON POWER AND
LIGHT COMPANY

ooy b

s ‘ ‘Polleesnve YIcE PXE‘JIDEP'/T
ch'q S {ephenson

FIRSTENERGY GENERATION
CORP.

By
Its

KENTUCKY UTILITIES
COMPANY

By
Its

Amended 2nd Reststed Tneer-Compeny Power Agrectient
g1

EhsE0-he OG- Aoive TTO2EL G4
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IN WITNESS WHEREQEF, the patties herefo have causcd fhis Amended and Restated Inler-
Coampany Power Agreement fo e doly executed and delivered by thele proper and duly

wuthorized offfcars as of September 10, 2010,

OHIO VALLEY ELECTRYC
CORPORATION

By
Its

APPALACHIAN FOWER COMPANY.

By
Its

COLUMBUS SOUTHERN POWER
COMPARY

By .
Rs

DUKE ENERGY OHYO, INC.

By
Yts

TNDIANA MICHIGAN POWER
COMPANY

By
Tis

ALLEGHENY ENEREY SUPPLY
COMPANY, LL.C.

By
s

BUCKEYE POWER GENERATING,
LLE

By
Tts

THEE DAYTON POWER AND
LIGHT COMPANY

Ameaded 2nd Resiated Inder Counpany Powrer Agresment
51 .

50RO N Astiyt BEIIEE
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IN WITNESS WHEREOF, the pariies hereto have caused this Amended and Restated Infer-
Company Power Agreement to be duly exeeuted and delivered by their proper and duly

muthorized officers as of September 10, 2010,

OHXO VALLEY ELECTRIC
CORPORATION

By
Its

APPALACHIAN FOWER COMPANY

By
ks

COLUMBUS SOUTHERN POWER
COMPANY

By
s

DUKE ENERGY OHIO, INC.

By
Xs

INDIANA MICHIGAN POWER.
COMPANY

By
Its

ALLEGHENY ENERGY SUPPLY
COMPANY, LL.C.

By
Its

BUCKEYE POWER GENERATING,
LEC

By
Its

THE DAYTON POWER AND
LIGHT COMPANY

By
Tts

FIRSTENERGY GENERATION
CORP.

By
Its

KENTUCKY UTILITIES
CONMPANY ‘

By Mﬂ—‘
s £ ,/f;._/ﬁ,wr

Amended and Restated later-Carmpany Povwer Agseemert
b

DIHEOLPI5 RIS Acaher 120261 164
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LOUISVILLE GAS AND ELECTRIC MONONGAHELA POWER

COMPANY

COMPANY

o bl
is VB Trgus & Glocadan

Its

(2 A (2 AN

OO FOWER COWANY SOUTHERN INDIANA GAS AND

ELECTRIC COMPANY

By

BUSHH-O0S-L23-Active 20261164

Its

Amended and Resiated Inter-Corapemy Power Agreement
52
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LOUISVILLE GAS AND ELECTRIC MONONGAHELA POWER

COMPANY COMPANY
By By
Its Iis
OHIO POWER COMPANY . SOUTHERN INDIANA GAS AND
ELECTRIC COMPANY
Its __ : By
- Its

Amcried] =nd Restated nfer-Company Power Apreement
32

OF0BE0-DD1S-LRI-Active 120261164
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LOVISVILLE GAS ANDELECTRIC ~ MONONGABELA POWER
COMPANY - . COMPANY

By

By 77%.. . '? _ i
Hs Its Mcz‘{mﬁq‘ .«..;z‘-;f«c"pf’;m, - ,

OHIC POWER COMPANY SOUTHERN INDIANA GAS AND :
ELECYRIC COMPANY ' o

By

its - By
s

Amended god Reswted Inter-Company Power Agresment
52
ARG DB L -Ackve LTEAIEA
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LOUISVILLE GAS ANB ELECTRIC MONONGABELA POWER

COMPANY COMPANY

By By

Its Its

OBIO POWER CONMPANY SOUTHERN INDIANA GAS AND
ELECTRIC COMPANY

By

Itz By M £ Cé‘l.}ém\

RI0S60-DN S IS —Actiue L2026T164

Amended and Restefed bicr-Company Powtr Agretment
. 5z

L
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PENINSULA GENERATION COOPERATIVE

By %EB&&:&&:

Its President

ROVED AS TO FORM:
E=nD

BRIAN E. VALICE

ATTORNEY FOR PENINSULA
GENERATION COUPERATIVE

TESHE 0L T Aok T2UPEFI5A

Asconried s Restated Jter-Compamy Power Agronmeat
$3

(¥ ]
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SCHEDULE 10.01(c)
Allegheny Energy Supply Company, L.L.C.
and

Monongahela Power Company

Filing with, or consent ot approval of, the Federal Energy Regulatory Commission

D02600-000L -GXI23- Active. 12026151 3
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SCHEDULE 10.01(c) -

Appalachiau Power Company

Filing with, or consent or approval of, the Federal Energy Regulatory Commission
Approval of the Virginia State Corporation Comission

Filing with the Public Service Commission of West Virginia

DOREON-DO0]-02023-Active. 12026151 3
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SCHEDULE 10.61(c)

Buckeye Pewer Generating, LLC

None

DO2600-0001-02073- Active 12026151 3
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SCHEDULE 10.01{c)
Columbus Sonthern Power Company

Filing with, or consent or approval of, the Federal Energy Regulatory Cominission

DO2600-000)-02073-Active. 1 2026151 3




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

SCHEDULE 18.01(c)
The Dayton Power and Light Company

Filing with, or consent or approval of, the Federal Energy Regulatory Commission

OO2600-P00T-F2023- Active, 120261 51 3
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SCHEDULE 10.01(c)

Duke Energy Ohio, Inc.

Filing with, or consexnt or approval of, the Federal Energy Regulatory Coromission

0026000001 2023-Active. 120261513
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SCHEDULE 10.01(c)
FirstEnergy Generation Corp.

Filing with, or consent or approval of, the Federal Energy Regulatory Comimission

D02600-0004 G023 Active, I 2026151 3
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SCHEDULE 16.01{c} -
Indiana Michigan Power Company
Filing with, or consent or approval of, the Federal Energy Regulatory Commission

Filing with the Indiana Utility Regulatory Commission

DOHGH-O0D 120773 Active 12026151 3
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SCHEDULE 10.01(c)
Kentacky Utilities Company
Filing wiib, or consent of approval of, the Federal Energy Regulatory Comnission

Consent or approval of, or filings or registrations with, the Kentucky Public Service Commission
may be required

D02600-0001-02023-Active. 1 2026151 3
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SCHEDULE 10.01{c}
Louisville Gas and Electric Company

Filing with, or consent or approval of, the Federal Energy Regulatory Commission

Consent or approval of, or filings or registrations with, the Kentucky Public Service Commission

may be required

002500-0001-02073-Active 1 2026151 3
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SCHEDULE 10.01(c)
Ohie Power Comapany

Filing with, or consent or approval of, the Federal Energy Regulatory Commission

002600-0001 02823 Active 1 20261513



SCHEDULE 10.01(c)

Peninsula Generation Cooperative
None

D02600-0001-02023-Active 120261513
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SCHEEBULE 10.61(c)

Southern Indiana Gas and Electric Company

Filing with, or consent or approval of, the Federal Energy Regulatory Comimission

(6000001 02073-Active V2A26151 3
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ANNUAL REPORT — 2012

OHIO VALLEY ELECTRIC CORPORATION
and subsidiary

INDIANA-KENTUCKY ELECTRIC CORPORATION







Ohio Valley Electric Corporation

GENERAL OFFICES, 3932 U.S. Route 23, Pketon, Chic 45661

Ohio Valley Electric Corporation (OVEC) and its wholly
owned subsidiary, Indiapa-Kentucky — Electric
Corporation (IREC), coliectively, the Compamies, were
prganized on October 1, 1952. The Companies were
formed by investor-owned utilifies fumishing electsie
sexrvice in the Ohio River Valley arez and their parent
holding companies for the purpose of providing the Jarge
electric power requirements projectéd for the wraniume
enrichment facilities then under copstruction by the
Atomic Energy Commission (AEC) pear Portnnoxrﬁ:,
Ohdo.

OVEC, AEC and OVEC’s owners or their mility-

company zffiliates (called Sponsoring  Companies)
entered Into power agreements to ensure the availability
of the AEC’s sobstanfial power reguirements. On
October 15, 1952, OVEC zud AEC executed a 25-year
agreement, which was later  exfended  through
December 31, 2005 (DOE Power Agresment). On
September 29, 2000, the DOE gave OVEC notice of
cancellation of the DOE Power Agreement. On April 30,
2003, the DOE Power Agreement termingfed in
accordance with the nofice of cancedlation.

OVEC and the Spensoring Companies signed an
Inter-Company Power Agreement (ICPA) oz July 10,
1953, to support the DOE Power Agrecment and provide
for excess energy sales to the Sponsoring Companies of
power not utilized by the DOE or its predecessors. Since
the terminafion of the DOE Power Agreement on
April 30, 2003, OVEC’s eptire generating capacity has
been available to the Sponsorng Compames under the
terms of the ICPA. The Sponsoring Compardes and
OVEC entered into an Amended and Restated ICPA,
effective as of August 11, 2011, which’ extends its term
1o Tuane 30, 2040.

OVEC’s Kyger Creek Plant at Cheshire, Ohio, and
IKEC*s Clifty Creek Plant at Madison, Indiana, have
pemeplate geperating capacities of 1,086,300 and
1,203,560 kilowatts, respectively. These two geperating
stations, both of which begen operafion m 1955, are
connected by a network of 705 circuit miles of 345,000~
volt trausmission lipes. These lines also intervonmect
with. the major power transmission networks of several
of the utilities serving the ares.

The current Shareholders and their respective

percentages of equity tn OVEC are:
Allegheny Energy, Toe.Y . 3.50
Amernican Elechric Power Company, Inc.* ... .. 3917
Buckeye Power Generating, LLC oeoooooeeeo . 18.00
The Dayton Power aod Light Company” ............  4.90
Duke Energy Ohio, Inc.* oo, 9.00
Kentucky Utlifies Compa.nys ........................ 250
Louisville Gas and Electric Company® 5.63
Ohio Edison Company’ : . 0385
Ohio Power Compaty* 6 430
Pentasnla Generation Cooperstive” ..o 6.65
Southern Indiana (Gas and Electric Company®...... - 1.50
The Toledo Bdison Company” . oo _ 4,00
100.00

These investor-owned uwfliies comprise the
Sponsoring Companies and cavrently share the OVEC
power pariicipation benefits and regquirements in the
following percentages:

Allegheny Energy Supply Company LLC'_ . 3.01
Appalachian Power Company® ... eeeeo - 1589
Buckeye Power Genesating, LLC ... ... 18.00
The Dayton Power and L:.ght Company” ....._.._ - 480
Duke Energy Obio, et e 9.00
FirstEnergy Generation, LLCY oo 485
Indizna Michigan Power Company .................. 7.85
Keatacky Utiliies Company” woommuererose—eorcon 2.50
Louisville Gas and Electdc Companys ............... 5.63
" Monongahelz Power Compzny .................... 0.49
Ohio Power Company’ — v meeeecem e 1993
Peninsula Generation Cooperative’ .o ...  6.65
Southern Fodiana Gas and Electric Company®.._.. 150
: 100.00

Some of the Commmon Stock issued in the name of

*American Gas & Eleckric Company
#*Columbus and Southern Chio Electric Company

Subsidiary or affiliate of:
'FirstEnergy Corp.
*Buckeye Powez, Inc..
*The AES Corporation
*Duke Baergy Corporation,
*PPL Corporation
®American Electric Power Corpany, Inc.
"Wolverme Power Supply Cooperative, Inc.
*Yectren Corpbration
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OHIO VALLEY ELECTRIC CORPORATION

AND SUBSIDIARY COMPANY

A Message from the President

Ohio Valley Electric Corporation and its subsidiary,
Jndiana-Kentucky Electric Corporation, observed

_their 60™ anniversary as corporate entities on
October 1, 2012. Over the years, the companijes’
long-established competitive operating efficiency
and performance have proved to be valuable to our
owners, the Sponsonng Companies. Gomg
forward, we will continue to focus on our values —
safety, operational excellence, cost controls and
environmental compliance.

FLUE GAS DESULFURIZATION (FGD) PROJECTS

The first FGD scrubber at Kyger Creek was
successfully placed info sexvice in November 2011,
and the second Kyger FGD scrubber bepgan
successful operation im February 2012. Both
scrubbers confinue fo meet owr environmental
performance expectations. As designed, the Kyger
Creek scrubbers achieve 98 percent sulfir dioxide
{80,) removal effciency.

The fisst Clifty Creek plant FGD system was
suceessiully placed into service i March 2013, and
the second FGD: system began successfnl operation
mn May 2013, These FGDs are also designed to
achieve 98 percent SO, removal efficiency, and
initial data shows that the Clfty Creek FGD
systems will pecform as designed.

ENERGY SALES

OVEC’s use factor — the rafio of power
stheduled by the Sponsorng Companies to power
available — for the combined on- and off-pezk
periods averaged 69.4 percent n 2012 compared
with 89.6 percent in 2011. The on-peak use factor

averaged 82.9 percent In 2012 compared with

58.9 percent in 2011, The off-peak wuse factor
averaged 52.4 percent in 2012 and 77.5 percent m
2011,

2012, OVEC delivered 1634 million MWh
to the Sponsoring Companies compared with
14.20 million MWh in 2011.

POWER COSTS

. In 2012, OVEC’s average power cost to the
Sponsoring Companies was $62.86 per MWh
compared with $50.86 per MWh in 2011, The total
Sponsoring ~ Company  power cosis  were
$650 milkion in 2012 compared with $722 million
in 2011. The Jower energy sales in. 2012 accounted
for the majoriiy of the increase i the cost per MWh
in 2012. Mild weather, a soft energy market and
Jow—ost natural gas generation were responsible for
lower energy sales in 2012.

2013 ENERGY SALES OUTLOCK
In 2013, the demand for energy remains weak

as the national economy confinues to recover and
nafural gas generafion confinues to compele with

‘coal-fired generation. OVEC projecis that these

factors will comfinue fo impact fhe Spomsors’
schednling of OVEC’s power in 2013. 'As a resulf,
OVEC apticipates the combined use factor for 2013
will be approximately 75 percent.

CosT CONTROL INFNATIVES

In 2012 and continuing im 2013, OVEC has
been engaged in a continvous Improvement
initiative to control costs, improve operafing
performance and explore opportunifies to enhance
the value of the OVEC investment. This work will - -
prodoce sustzinable savings through OVEC's
partnenmg with the workforce mn formming change
management teams.

AVAIABILITY

In 2012, the combined equivalent availability
of the five generating unmits at Xyger Creek and the
six units at Clifty Creek was 78.9 percent compared
with 83.0 percent in 2011.
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OVEC FERC ORDER 1000 COMPLIANCE

.. The Federal Energy Regulatory Commission
{FERC) Order 1000 issued i July 2011 reguires
tramsinission.  providess, incleding OVEC, fto
perficipate in  regional and inferregional
transmission planning. Becanse OVEC is not 2
member of a Regional Trensmission Organization
that provides such planning to its members, OVEC
parinered with LG&EXKU to join the Southeast
Regional Trapsmission Planning (SERTP) group.
The SERTY had been formed in 2007 by a group of
utilities led by Southern Company. Working with
this group, OVEC was able to submit a compliance
filing to the FERC for the regional planning porfion
of Order 1000 in February 2013, A ndine on this
filing is expected from the FERC Jater this summer.

OVEC is currently working with the SERTE on

developing a filing to address the interregional
portion of Order 1000. As it did for the regional
filing, the FERC has granted an extension of the
interregional fling date from April until July 2013.

DOE ARRANGEMENTS WiTH OVEC

In 2012, OVEC purchased 245,994 MWh of
power and energy Ifrom other electricity suppliers
for delivery and use by the Department of Energy
(DOE) for its Portsmouth facility. At the request of
the DPOE, OVEC makes these imited purchases of
power and energy under the terms and conditions of
an Arranged Power Agreement with the DOE.

As ordered by the FERC, the Noith American
Electric Reliability Corporation (NERC) registered
OVEC as the load-serving entity for the DOE load
at the Portsmouth facility. OVEC is working with
Sponsor representatives to mitipate any Lmpacts,
other than addifional NERC compliance obligation,
that could rtesult from this additional NERC
registrafion. Discussions continne with the DOE on
assuming. respopsibility for the remaining high-
voltage substation at the facility.

ERVIRONMENTAL COMPLIANCE

OVEC and IKEC have a strong commitment

1o maintain tompliance with 2l applicable federal,
state and local environmental rules and regulafions.
During 2012, the Kyger Creek and Clifty Creek
plants operated in compliance with their respective

ir emission limits, and the Companies received no

-notices of violation from any of the environmental

agencies respensible for eversesing the status of cur
environmental compliance activities.

SArETY

OVEC and IKEC are committed to providing
a safe and healthy place to work for all employees.
In 2012, the Companpies contimied. making progress
on their trausition to a colture that leads with safety.
Safety traimmg on  Human Performance
Improvement tools was inifiated in 2012 and will
coptimse in 2013.  Strong leadesship and the
involvement of all employees will help ensure that
we achieve apd sustain the desired goal of zero
haroa.

BoARD OF DIRECTORS AND OFFICERS CHANGES

h December 2012, James R. Haney, vice
president, compliance & regulated services and
chief FERC compliance officer of FirstEpergy
Services Company, was elecfed to serve 25 a
director of OVEC following the resignation of
Stanley F. Szwed. Also m December 20132,
Charles D, Lasky, vice president, fossil fleet
operafions of FustEnergy Geperation, LLC, was
elected a director of JKEC and appointed to the
Erecutive Commiffee of GVEC and IKEC,
succeeding Stapley ¥. Szwed Mr. Szwed had
served on the OVEC and IKEC boards and as a
member of the Execufive Committee of both
companies since 2003. Effective March 1, 2013,
Lapa L. Hillebrand, senior vice president and chief
administrative officer of American Electric Power’
Company, Inc., was elected a director of OVEC and
a member of the OVEC Human Resources
Comunittee, replacing Pablo A. Vegas. Mr. Vegas

had served on the OVEC board and as a member of

the Human Resources Committes since 2012,

In Jamuary 2013, Julie Sloat, senmior vice
president and trezsurer for Asmerican Electiic Power
Company, Inc., was elected assistant secretary and
assistant treasurer of OVEC and IKEC.

Vel b o™

Nicholas ¥_ Akos
President

Fune 24, 2013
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OHIO VALLEY ELECTRIC CORPORATION

AND SUBSIDIARY COMPANY

CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2012 AND 2011

"ASSETS

ELECTRIC PL.ANT:
At original cost

Less — accumiated provisions for depreciation

Construetion in pPrOgress
“Total electric plant

CURRENT ASSETS:
Cash and cash egpuvalents
Accounts receivabie
Fuel n storage
Materials and supplies .
Property taxes applicable to future years
Ernission allovwances -
Deferred tax assets
Income taxes recelvable
Regulalory assets
Prepaid expenses and other

Total current assets

REGULATORY ASSETS:
Unrecognized postemployinent benefits
Pension benefifs
Postretirement benefits

Total regulatory assets

DEFERRED CEIARGES AND OTHER:

Upamortized d.ebt expense

Deferred tax assets

Long-term investments

Special deposits - restricted
. Dther

Total deferced charges and other

TOTAL

. 2012

$1,985,645,118
1.115,363,691

2011

$1,782.236,938
1,041,198,318

870,281,427
645,484 896

741,038,620
684,076 875

1,515,766,323

1,425115495

19,924,318 4,752,223
36,952,825 40,501,450
79,550,095 71,696,998
27,464,418 27,805,915
2,503,440 2,521,920
86,649 28,519
18,302,793 13213395
15.832,666 1441451

277,357 .-
2,168,143 1,907,652
211,062,704 164,269,523

2,498,750 2412685

30,561,325 50,922,795
1.324,775 2,980,610
34,384,859 56,316,090
14,485,787 13,714,625
22,265,884 31,902,804
120,351,712 106,177,206

57.938.752 -
103,107 223,482
215,145,242 152,017,117
$1,976,359,128  $1,797.718.225
(Confipued)




OHIO VALLEY ELECTRIC CORPORATION
_ AND SUBSIDIARY COMPANY

CONSOLIDATED BALANCE SHEETS

A L Ny

AS OF DECEMBER 31, 2012 AND 2014

CAPITALIZATION AND LIABILITIES

CAPITALIZATION:
Common stock, $100 par value — authorized, 300,000 shares;
outstanding, 100,000 shares 102012 and 2011
Long-term debt
Line of credit borowings
Retained earnings

Tofal capitalization

CURRENT LIABILITIES:
Current portion of long-term debt
Agccounts payable
Deferred revenue — advances for construction
Accried other taxes
Regulatory labilities
Accred interest and other

Total current liabilities

COMMITMENTS AND CONTINGENCIES (Note 13)

REGULATORY LIABILITIES:
Decommissioning and demolition
Tovestnent tax credits
Net antittust settlement
Income taxes refimndable to customers

Total regulatory liabilities
OTHER LIARILITIES:
Pension Liabiity
Asset retirement obligations
Postretitement benefits obligation
Posternployment benefits obligation
Total other liabilities

TOTAL

See notes fo copsolidated financial statements.

2012 2011
$ 10,000,000 $ 10,000,000
1358347337  1197.204 828
60,000,000 100,000,000
5293968 4037278
1433641305 . 1311242106
238,138,903 135,797,658
53.916,097 78.722.672
19,389 380 31,084 284
8,651 108 8 811,972
2,586,504 2.973.856
25,822,574 22900899 .
348,505,556 280,300,641
14,230,459 10,610,565
3,193,146 3.393.146
1.823.929 1.823.929
38 645 647 40,284 930
58,093,181 56,112,570
30,561,325 50,922,795
20,961 379 19.809.316
82,097,623 76.918.112
2,498,759 2.412.685
136,119,086 150,062,908
$1,976,359,128  $1797,718.225
© (Concluded)




"ORIO VALLEY ELECTRIC CORPORATION

AND SUBS [DIARY COMPANY

CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

OPERATING REVENUES — Sales of electric energy fo:

Department of Energy -
Sponsoring COmpanies

Total operating revenues

OPERATING IEXPENSES:

Fuel and emission zllowances consumed 1n operation

Purchased powver

Other operzfion

Maintenance

Depreciation

Taxes —- othex than income taxes

Income taxes

Total operating expenses

OPERATING IMNCOME
OTHER INCOME
INCOME BEFORE INTEREST CHARGES

INTEREST CHLARGES:
Amortization of debt expense
Interest expense

Total i_.m:ere:st charges
NETINCOME
RETAINED EARNINGS — Beginning of year
CASH DIVIDENDS CN COMMON STOCK

RETAINED EARNINGS — End of year

See notes to coxsolidaied Hunancial statements.

2012 2011
$ 9097306 $ 11,643,355
661,721.951 705,294,774
670,819,257 716,938,129
302,925,697 397,543.208
8,552,563 10,912,769
101,967,242 95,597,681
80,645,354 81,451,764
85,140,820 56,131,434
10,765,327 © 11.207.820
853,533 851.608
. 599,890,538 653,696,284
70,928,719 63,241,245
10,920,111 10,167,078
81,848,830 73,408,923
4,606,617 1,478,943
74,585 523 69.259.876
79,592,140 70,738,819
2,256,690 2,670,104
4,037,278 2,367,174
{1,000,000) {1,000,000)

$ 5,293,968

$ 4037278




OHIO VALLEY ELECTRIC GORPORATION
AND SUBSIDIARY COMPANY

CONSOLIDATED STATEMENTS OF CASH FLOWS '
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

o oliaretTwER ol

OPERATING ACTIVIIIES:
Net iDcome

Adjestinents to reconcile zict income to net cash provided by (used in) oprrating actieitics,

Depreciation
Amoriization of debt oxpense
Defrred takesiefimdable taxes
{Gain) on merketzble seourities
Changes in assets and ifabilities:
Actounts reocivable
Fuel in storage -
Materials apd supplies
Property taxes epplicable to fithoe years
Emiesicn allowanees
Tncomne taxes recervable
Propaid expenses and other
Otber regulatory assefs
Other asseis
(Orher nopourrent essets
Agtounts payable
Deferred revanne - sdvances for construction
Aecrued taxes
Acecmed interest and other
Otber babilities
Otbver regnlafory Habilitizs

Nct cash provided by opazting activifies

INVESTING ACTIVITIES:
FElectric plast additions
Procecds from sale of LT investments
Purcheses of Jong-tenn investments

Net cash psed in nvesting activities
FINANCING ACTIVNITIES:
Essuzanece of Senior 2012 Bonds
Tssusnce of Sentor 2016 Bonds
Loam origination cost
Repaymoent of Senior 2006 Motes
Repayment of Seaior 2007 Notes
Repayment of Senior 2008 Notes
Procesds fiom line of aredit
Payments on line of credit
Dividends on common stock

Wet ezsh provided by Snancing activitits
NET B¥CREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUEVALENTS — Boginning of year
CASHANDCASHEQUIVAIEQTS—-—EM of year

SUPPLEMENTAL DISCLOSURES:
Inteyest paid

Income tztes paid (Teecived) —nd;
‘Non-cash electic plant additions incloded in accounts payeble at December 31,
See potes to consolidated Goancal stetements.

42 2041
$ 2256690 5 2,670,304
£5,140,520 56,131,434
4506817 1,478,543
2,908,238 (1,236,%67)
(6.345.575) {5.844.074)
3,948,625 3,517,008
(7,853,097) (8.859,671)
341,497 (4,853.014)
18,480 - (19,9203
{58.130) €12,310
(14.391,21%) 17,430,808
{260,481) 496,868
11,638.471 (43,323 464)
. (117,906)
18315 E2247)
2,571,729 13,872 449
{11,694,504) 16,858,709
£160,85¢) 299,402
2,512,675 235410
(13,543,822) 61,025,439
5.243,035 (8,904,15)
67,003,655 96,198 201
(03,169352)  (151,562,139)
20,342 15¢ 26,095,438
{86,110337) _ (38.955.5¢3)
957535)  _(164,422,199)
299,403 938 -

- 100,000,000
(537,779 (3,807.975)
(18730,774) - (15.242,599)
(10392343)  (10,524,555)
(10797067} ° (12,853,085)
160000000 30,000,000

(200,000000)  (85,000,000)
(1,000,000} (1,600,000}
217,185975 50871785
15,172,095 (17.252.213)
4752973 22,004 436

5 19524318 $ 477278
S 74160307 § 6961505
5 12508500 § (7ARGAL)
S R6S4116 3 3603150

oA AL
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OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY '

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS ) :
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

1

"ORGANIZATION AND SIGNEIC@T ACCOUNTING POLICIES

Consolidated Financial Statements — The consolidated financial statemnents include the accounts of
Ohio Valley Electiic Corporation {OVEC) and its wholly owned subsidiary, Indiana-Kentucky Electric
Corporation (IKEC), collectively, the Companies. All intercompany transactions have been eliminated in
consolidation.

Organizatiom — The Companies own two generafing stabions located in Ohio and Jndiana with a

combined electdc production capabilify of approximately 2,256 megawatts. OVEC is owned by several -

mmvestor-owned utilifies or utility holding companies and two affiliates of, generafion and fransmission
ral electric cooperatives. These epfifies or their afhliates comprise the Spopsormg Compauies. The
Spoesoring Compantes purchiase power from OVEC according to the terms of the Inter-Company Power
Agreement (ICPA), which has a current termination date of Fune 30, 2040. Approximately 27% of the
Companies’ employees are covered by a collective bargaining agreement that expires Aunguost 31, 2014,

Prior to 2004, OVEC’s primary commercial customer was the U.S. Departmeat of Energy (DOE). The
confract to provide OVEC-generated power to the DOE was temminated 1 2003 and all obligations were
settled af that time. Currently, OVEC has an agreement fo amrange for the purchase of power (Amenged
Power), under the direction of the DOE, for resale directly to the IDOE. All purchase costs are billable by
OVEC to the DOE. .

Rate Regulation — The proceeds from the sale of power to the Sponsoring Companies are designed to be
sufficient for OVEC to mest its operafing expenses and fixed costs, as well as eam a rehrn on equity
before federal income taxes. In addition, the procesds from power sales are designed fo cover debt
amortization and interest expense associated with financings. The Companies have continued and expect
to confiphe to operate pursuant to the cost plus rate of rehun recovery provisions at least to June 30, 2040,
the date of terminafion of the ICPA.

The accovnting gmdance for Regulated Operations provides that rate-regulated uiihties account for and
report assets and liabilities consistent with the economic effect of the way in which rates are esiablished, if
the rates esstabliShed are designed to recover the costs of providing the regulated service and it is probable
that such rates can be charged and coliecied The Companies follow the accounting and reporting
requiremtents in accordance with the gnidance for Regulated Operations. Certain expenses and credits
subject to utility regulafion or rate determinafion pormally reflected in income are deferred on the
accompariying consolidated balance sheets and are recognized in income as the related amounts are
incinded in service rates and recovered from. or refunded to cusiomers.
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OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

The Companics’ regulatory assets, liabilities, and amounts authorized for recovery throngh Sponsor

billings at December 31, 2012 and 2011, were as follows:

2012 2011
Regulatory assefs:
Carrent assets:
Lease teyminafion costs/lignidated damages $ 5225467 § -
Unrecognized loss on coal sales 3,051,890 -
Total 8,277,357 -
Otber assets:
Unrecognized postemployment benefits $ 2,498,759 § 2,412,685
Pension benefits 30,561,325 50,922,795
Postretirement beneftis 1324775 2 980,610
Total 34 384 855 56,316,050
Total regulatory assefs $42662216  $56316,090
Regnlatory Habilities:
Current liabilities: .
Deferred credit— EPA emission allowance proceeds $ 274687 § 269506
© Advance collection of inferest 2,311,907 2,704,350
Total 2,586,594 2,973 856
Other labilities:
Decommissioning and demolition $14230459  $10,610,565
Investmoent tax credits 3,393,146 3,393,146
Net antitrost setfement 1,823,929 1,823,929
Income taxes refundableio customers 33,645,647 40,284,930
Total 58,093,181 56,112,570
Total regulatory Habilities 360,679,775  $59,086,426

'
L
[r——

Regulatory Assefs — Regulatory assets consist primarily of postretirement benefifs, income taxes billable
to customeys, and pension benefits. Income taxes bilable to costomers are billed to customers in the
period when the related deferred tax Liabilifies are realized. The fiel related costs, mcludmg ratlear lease




_ OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY .

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2012 AN 2011

10

teymination costs and liguidated damages, will be billed to customers in 2013. All other regnlatory assets
are being recovered on a long-term basis.

Regulzatoxy Liabilities —The regulatory Habilities classified as corrent in the accompanying consolidated
balance sheet as of December 31, 2012, consist primarily of interest expensé collected from customers m
advance of expesse recognition. These amounts outstanding will be credited to customer bills during
2013, Other regulatory lisbilities consist primarily of income iaxes refundable fo customers,
postretirernent benefits, and decommissioning and demelition costs. Income taxes refundable fo customers
are credited to costomer bills in the period when the related deferred tax assefs are realized. The
Compenies’ cwrent ratemaking policy recovers postretivernent benefits in an amoust equal to estimated
benefit accrual cost plus amorfization of unfunded lizbilities, if any. As a result, refated regulatory
liabilities are being credited to custormer bills on a long-ferm basis. The remaining regulatory labihities are
awalting credit to customer bills in a firtare peried that is yef to be determined.

In 2003, the DOE terminated the DOE Power Agreement with OVEC, entitling the Sponscring
Companies to 100% of OVEC’s generating capacity under the terms of the ICPA. Under the terms of the
DOE Power Agreement, OVEC was entitied to receive a “termination payment” from the DOE fo recover
unbilled. costs wpon fermipation of the agreement The termipafion payment incloded unbilled
postretirernent benefit costs. In 2003, OVEC recorded a setflement payment of $97 million for the DOE
obligation related io posftrefirement benefit costs. The regulatory liability for postiretirement benefits
recorded atf December 31, 2012 and December 31, 2011, represents amounts collected in historical billings
in excess of the Generzily Accepted Accoumting Principles net periodic benefit costs, including the DOE
terpnination payment.

Cash and Cash Equivalents — Cash and cash equivalents primarily consist of cash and money market
funds and their carrying value approximates fair value. For purposes of these stetements, the Companies
consider temporary cash investments to be cash equivalents since they are readily convertible into cash
and. have Original maturites of less than three months.

Electric Plant— Property addifions and replacements age charged to uiility plant acconnts. Depreciation
expense is recorded at the ttme property addifions and replacements are billed io customers or at the date
the property is placed in service if the in-service date occurs subsequent to the customer billing. Customer
billings. for constroction in progcess are recorded as deferred revenue-advances for constmction. These
amounts are closed fo revemue at the Hme the related property is placed In service. Depreciation expense
and accurnulated depreciafion are recorded when finenced property addifions and replacements are
recovered over a period of years through customer debt retirement billing. All depreciable property will be
fully billed and depreciated prior fo the expirafion of the ICPA. Repairs of property are charged to
malftenanee exXpense.

Fuel in Storage, Emission Allowances, and Materials and Supplies — The Companies maintain coal,
reagent, and oil nventories for use in the generation of electricity and emrission allowance inventories for
regulatory” compliznes pwposes due to the genersfion of electnicity. These mventories aie valued at
average cost, less reserves for obsolescence. Materials and supplies consist primarily of replacement parts
necessary to mainfain the generating facilifies and are valued at average cost.
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OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

Loug-Term Investments — Long-term fnvestments consist of marketable securities that are held for the
purpose of funding postrefirement benefits and decommissioning and demolition costs. These secutities
have been. classified as frading securifies in accordance with the provisions of Tovestments — Debt and
Equity Securities accounting guidance. Trading securities reflected in Long-Teom Investments are camied
at fair value with the unrealized gain or loss, reported in Other Income. The cost of sectrities sold is based
on the specific 1dentification cost method. The fair value of most investment securifies is determined by
reference to currently available market prices. Where quoted market prices are not available, we use the
market price of similar types of securifies that are fraded in the market fo estimate fair value. Ses Fair
Value Measurements in Note 10. Due to tax limitations, the amounts held in the postretirement benefits
portfolio have not yet been transferved to the Voluntary Employee Beneficiary Assotiation (VEBA) trusts
(see Note 8). Long-term investments primarily copsist of municipal bonds, money market mutual fond
investments, and mufnal funds. Net norealized pains (losses) recognized during 2012 and 2011 on
securities still held at the balance sheets date were $6,250,092 and $5,844,074, respectively.

Special Deposits — Special deposifs consist of money market mutual fimds held by trstees restricted for
use in specific construction projects. The fair value of special deposits af the balance sheet date was
$57,938,752.

Money market mutual funds reflected in special deposits are cartied at fair value with the related
investment income reported in Other Income. The cost of secumities sold is based om the specific
identification method. The fair valve of money mwarket mutual fimds 15 defermined by reference to
currently available market poees and, as such, is considered Level 1. There were no unrealized gzins or
Iosses recognized on this portfolio daring 2612.

Fair Valoe Measurements of Asseis and Liabilities — The accounting guidance for Fair Value
Measurements and Disclosures establishes a fair valve hierarchy that prioritizes the inputs used to measure
fair value. The hierarchy gives the highest priority to wmadjusted gquoted prices in active markets for
identical assets or labilifies (Level 1 measurements) and the lowest priority to umobservable inputs
(Level 3 measurements). Where observable inpufs are available, pricing may be completed using
comparable sccmtlcs, dpalcr values and geperal market copdfffons to determine fair valne. Valuation

models utilize varions inputs that include quoted prices for similar assets’ or liabilities in active markets,
quoted prices for identical or similar assets or Habilities in mactive markets and other observable inputs
for the asset or Habihity. .

Tnamortized Debt Expense — Unamortized debt expense relates to loan origination eosts ipourmed fo
secuxe financing, These cosis are being amortized using the effective yield method over the life of the
related loans.

Asset Retirement Obligations and Asset Retirement Costs — The Companies recognize the fair value
of legal obligations associated with the refirement or removal of long-lived assets at the tme the
obligations are intumed and can be reasopably estimated The initial recogmition of this Hability is
accompanied by 2 corresponding increase in depreciable electic plant Subsequent to the initial
recognition, the Hability is adjusted for any revisions to the expected value of the refirement obligation
(with corresponding adjustments fo electric plant) and for accretion. of the Tiability due to the passage of
fime. :

i1
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These asset retirement obligations are primarily related to obligations associated with fafure asbestos
abaternent at certain generating stations and certain plant closure costs.

Batance — Janvary 1, 2011 _ $ 30999653
Accretion 2,130,471
Liabilities settled (338,375}
Revision in cash flow estimates (12.982,433)

Ralance — December 31, 2011 : 19,809,316
Accretion 1,425,304

Liabilifies settled (277.331)
Revision in cash flow estimates - -

Ralance — December 31, 2012 $ 20961379

The revised estimaled cosls are recorded in the accompanying balance sheets. The asset refirement
obligations originally assumed a decommissioning and demolition date consistent with the ICPA expiring
io 2026, As the ICPA was exiended an additional 14 vears o 2040, the cash flow eshimates were revised
to reflect the new decommissiening and demolition dafe, which resulted in a decreased obligaetion as of
December 31, 2011.

The Companies do not recognize liebilities for assef refirement obligafions for which the fair value cannot
be reasonably estimated. The Corapanies have asset retirement obligations associated with tragsinission
asseis af certain generating stafons. However, the retirement date for these asseis cannot be determined;
therefore, the fair value of the associated liability carrently cannot be estimated and no amounts are
recognized in the consolidated financial statements herein.

¥ncome Waxes — The Companies use the Hability method of accounting for income taxes. Under the
Liability maethod, the Companies provide deferred income taxes for all temporary differences between the
book and tax basis of assets and liabilities which will result in a future tax consequence. The Companies
accovmt for uncertain tax posifions in accordance with the accounting puidance for Tncome Taxes.

Use of Estimates — The preparation of consolidated financial statements in conformity with accounting
principles geperally accepted in the United States of America requires management to make estinates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of confingent assets
and abilities at the date of the consolidated financial statements and the reposted amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Subsequent Events — In preparing the accompanying financial statements and disclosures, the
Companies reviewed subsequent events through Aprl 10, 2013, which is the date the cousolidated
financial siafements were issued.
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AND SUBSIDIARY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR.THE YEARS ENDED BECEMBER 31, 2012 AND 2011

2.

RELATED PARTY TRANSACTIONS

Transactiops with the Sponsoring Companies during 2012 and 2011 included the sale of all generated
power to them, the purchase of Arranged Power from them and other wtility sysfems in order to meet the
Department of Enesgy’s power requirements, confract barging services, railear services, and oimor
transactions for services and materials. The Cornpanies bave Power Agreements with Louisville Gas and
Electtic Company, Duke Energy Ohio, Inc., The Dayton Power and Light Company, Kentocky Utilities
Company, Ohio Edison Compauy, and Axerican Electric Power Service Corporation as agent for the
American Electric Power System Companies; and Transmission Service Agreements with Louisville Gas'
and Electric Company, Duke Energy Obdo, Inc., The Dayton Power and Light Company, The Toledo
Edison Commpany, Chio Edison Company, Kenmcky Utilities Company, and American Electric Power
Servige Corporation as agent for the American Electric Power Systera Companies.

At December 31, 2012 and 2011, balances dne from the Sponsoring Companies ae as follows:

2012 2011

Accounts receivable ' . $34,343,741  $36,650231

American Elecidic Power Company, Inc. and subsidiary company owned 43.47% of the common stock of
OVEC as of December 31, 2012, The following 15 a summary of the principal services received from the
American Electric Power Service Corporation as authorized by the Companies® Boards of Directors:

2012 ) 2011
General services $ 3,216,482 $ 3,656,595
Specific projects 12,746,357 9,612272
Total $15962,839  $13,268 867

Geperal services consist of reguler recusring operafion and maintenance sexvices. Specific projects
primarily represent nonreciurming plant construction projects and engineering studies, which are approved
by the Companies’ Boards of Directors. The strvices are provided in accordance with the service
agreement dated December 15, 1956, between the Companies and the American Electric Power Service
Corporafion.

COAL SUPPLY

The Companies have coal supply agreements with cerfain nopaffiliated companies that expire af various
dates from the year 2013 through 2017. Prcing for coal under these contracts is subject to contract
provisions and adjustments. The Compaunies currently have 94% of their 2013 coal requirements under
long-term agreements of one yeax or greater. These contracts are based on rates in effect at the time of
purchase. Duxing 2012, OVEC failed to meet the contracted obligations relating to one coal transportation
copfract, which resnited in liqudated damages of $2,227,781. These costs are paysble to vendors and
recoverzble from the Spomsor Companies within the next 12 menths and are recorded as current
regulatory assets (st Note 1).

13
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

4.

ELECTRIC PLANT
Electiic plant at December 31, 2012 and 2011, consists of the following:
2012 2011
Steam production plant $1,898.140, 562 $1,695.243 965
Trensmission plant 74,777,954 74,443,405
General plant . 12,699,998 12,523,004
Iotangible - 26,564 26,564
1,985,645.118 1,782,236,938
Less accurnulated depreciztion 1,115.363 691 1,041,168318
870,281,427 741,038,620
Consfroction In progress . 645 484 896 T 684,076,875
Total electric plant : $1,515,766323  $1,425,115,495
All property addifions and replacements are fully depreciated on the date the property is placed in service,
unless the addition or replacement relates to a financed project The majority of financed prujects placed
in service over the past 5 years have been recorded tfo steam production plant with depreciable lives
ranging from 32 to 45 years. However, as the Companies® policy is to bill in accordance. with the principal
billipgs of the debt agreements, all financed projects are being depreciated in line with principal payments
on oufstanding debt
5. BORROWING ARRANGEMENTS AND NOYES

14

OVEC has an wmsecured bank revolving line of credit agreement with a borrowing limit of $275 million as
of December 31, 2012, and $225 million as of December 31, 2011. The $225 million line of credit was
renewed in June 2010, increased to $275 million in April 2012, and has an expiration date of Tune 18,
2015. At December 31, 2012 and 2011, OVEC had borrowed $60 million and $100 mitlion, respectively,
under this line of credit. Interest expense related fo line of credit borrowings was $3,139,158 In 20172 and
$2,216,871 in 2011. During 2012 and 2011, OVEC incwrred annual commitment fees of $412,458 and
$573,958, respectively, based on the borrowing limits of the line of cradit
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AS OF AND FOR THE YEARS ENDED DECENBER 31, 2012 AND 2011

6. LONG-TERM DEBT

The following amounts were outstanding at December 31, 2012 and 2011:

Senior 2006 Notes:
2008A due February 15, 2026
20068 due June 15, 2040
Sepior 2007 Notes:
2007A-A. due February 15, 2026
2007A-B dve Febmuary 15, 2026
2007A-C due February 15, 2026
2007B-A due Tane 15, 2040
2007R-B due e 15, 2040
2007B-C due Tume 15, 2040
Senior 2008 Notes:
20084 due Febmary 15, 2026
2D08B dve February 15, 2026
2008C due February 15, 2026
20080 doe Tune 15, 2040
2008E dus JFune 15, 2040
Series 2009 Notes:
2009A due February 15, 2013
Senies 2009 Bonds:
20094 due February 1, 2026
20098 due Febraary 1, 2026
2009C due February 1, 2026
2009D due February 1, 2026
ZDOSE due October 1, 2019
Series 2010 Bonds:
20104 due Tune 29, 2014
20108 due June 29, 2016
Series 2012 Bonds:
2012A due June 1, 2032
2012A due Jume 1, 2039
2012B due June 1, 2040
2012C due fune 1, 2040

Totzl debt
Curent portion of Jong-term debt

Total long-terrn debt

Interest
Rate 2012

580 % § 292095074

2011

$ 306,042,656

6.40 61,252 481 62,035,673
550 132,475,263 138,983,105
5.90 33,362,594 35,001,279
550 33,628,247 35,279,980
650 30,609,314 31,003,872
650 7,708,654 7,808,021
650 7,770,034 7,870,192

T 592 41,334,943 43,362,196
671 83,014,206 86,898,218
6.71 84,578 521 88,408,080
691 44242 121 447765728
6.91 45,010,851 45,543 556
196 100,000,000 100,600,000
0.11 25,000,000 25,000,000
0.11 25,000,000 25,000,000
0.12 25 000,000 25,000,000
0.12 25,000,000 25,600,000
563 100,000,000 100,000,000
143 50,000,000 50,000,000
1.48 50,000,000 50,000,000
4.95 77,091,234 -
5.05 122,312,703 -
0.12 50,000,000 -
0.11 50,000,000 .

1,596,486 240 1,333,002.486
238,132 903 135,797,658
$£1358347337  $1,197204,878

ALl of the OVEC amortizing wnsecured senior notes have maturities scheduled for February 15, 2026, or

June 15, 2040, as noted in the previous table.
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During 2009, OVEC issued $100 million variable rate non-amortizing nnsecured semior notes (20094
Notes) in private placement, a sefes of four $25 million variable rate non-amortizing tax exexpt pollution
control bonds (20094, B, C, and D Bonds), and $100 million fixed rate non-amorhzing tax exempt
pollution ontrol bonds (2009E Bonds). The variable rates listed above reflect the interest rate in effect at
Decembey 31, 2012,

The 2009 Seres 4, B, C, aad D Bonds are secured by irrevocable transferable direct-pay letters of credit,
expinng Avgust 12, 2013, and Anguost 21, 2013, issned for the beneht of the owners of the bonds. The
interest rafe on the bonds are adjusted weekly, and bondholders may require repurchase of the bopds at the
time of such mterest rate adjustments. OQVEC has entered into an agreement fo provide for the remarketing
of the bonds if such repurchase 1s required. The 20094, B, C, and D Series Bonds 21e current, as they are
callable at any fime.

Ta December 2010, OVEC established a borrowing facility under which OVEC borrowed, in 2011,
$100 million variable rate bonds dne February i, 2040. In Jupe 2011, the $100 million vanable rate bonds
were issuad as two $50 million non-smortizing pollution control revenue bonds (Seres 2010A. and
2010B) in. a shortterm bank ammangement for three years and five years, respectively.

Pruring 2012, OVEC issued $200 million fixed rate tav-exempt midwestern, disaster relief revenve bonds
(2012A Bonds) and two series of $50 million variable rate tax-exempt midwestern disaster relief revepne
bonds (20128 and 2012C Bonds). The 2012A, 2012B, and 2012C Bonds will begin amortizing June 1,
2027, to ther respective maturity dates. The varizble rates listed zbove reflect the interest 1ate in effect at
December 31, 2012.

- .The 2012B and 2012C Bonds are seenred by irrevocable fransferable direct-pay letters of credit, expiring

Jupe 28, 2014, and June 28, 2015, issued for the benefit of the owners of the bonds. The interest rates on
the bonds are adjusted weekly, and bondholders may require repuzchase of the bonds at the time of such
inferest rate adjustraents. OVEC has entered into agreements to provide for the rematketing of the bonds if
such repurchase is required. The 20178 and 2012C Bonds are cugrent, as they are callable at any time.

In 2013, the $100 million 2009A Notes were retired on February 15, 2013, with funding from the issuance
of $100 million 2013A varable rate non-amortizing wosecured senicr notes (2013A. Notes). The 20134
Notes mature on Febmary 15, 2018. As a resulf, the 2009A Notes are excluded from current Habilities and
classified as long term at December 31, 2012.

The ancnal maturities of long-term debt as of December 31, 2012, are as follows:

2013 ' $ 38138903
2014 90,495,382
2015 43 000,194
2016 5,559,472
2017 . 48,483 907
20182040 ) 1,280,807 382

Total $1,596,486,240
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7. INCOME TAXES

OWVEC and IKEC file a consolidated federal income tax retrn, The effective tax rate vaded from the
statutory federal income fax. rate due to differences between the book and tax freatment of various

tramsactions as follows:
2012 2011
Income tax expense at 35% stafufory rate : . $ 1,i02,283 $1,232,599
State income faxes — net of federal benefit e 549 (181,531)
. Temporary differences flowed through fo customer bills (224,60%) (228,753)
Permanent differences ani othex ) 15310 29,293
Incorne tax provision § 8933533 § 851,608 i
Effective tax raie . 284 % 242 % '
Cortoponents of the income tax provision were as follows:
2012 2011
Cuxrent income tzx (benefit)/expense ’ $(9,609,247)  § 5,004,517
Deferred income fax expense/(benefzt) 10,502,780 (4,152,909)
Totzl income tax provision $ 893,533 $ 851,608

OVEC and IKEC 1ecord defermed tax assets and liabilities baesed on. differences between book and tax
basiz of assets and liabilities measured using the enacted tax rates and Iaws that will be in effect when the
differences are expected to reverse. Deferred tax assets and Habilifies are adjusted for changes in tax rates.

The deferred tax assets recorded in the accompanying consolidated balance sheets copsist primarily of the

pet deferred taxes on ‘depreciafion, posfretirement benefits obligation, asset retirement. obhgahons o
regulatory assets, and regulafory liabilities.

To the extent that the Companies bave not reflected credits in customer billings for deferred tax assets,
they have recorded a regulatory hability represenfing income taxes refundable fo customers upder the
applicable agreements among the parties. The regulaiory Hability was $38,645,647 and $40,284,930 at
December 31, 2012 and 2011, respectively.

17
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Deferred ¥ncome tax assets (labilites) af December 31, 2012 and 2011, consisted of the following:

2012 2011
Deferred tax assets:
Deferred revenue — advances for constraction 3 6,789,730 $ 10,957 289
AMT credit canyforwards 2,574,572 2,574,572
Federzl met operating loss $.392.878 -
Posfretirement benefit obhganon 28,748,763 27328379
Pension lLability : - 9,207,805 16,511,400
Postemp loyment benefit obligation 875,010 851,254
Asset retirement obligations 7,340,209 6,989 207
Miscellmneous accruals 2,742 592 2,833,433
Regulatory liability — investment tax cedits 1,188,204 1,197,184
Regulatory liability —— net antitrust seftlement 638,700 643,527
Regulatory lability — asset retirement costs 4983191 3,743,665
Regulatory Hability — income taxes refundable
to customers 13,844 317 14,613,570
Total defened {2 assets 88325971 88,253 480
Deferred tax liabilities:
Prepaid expenses (622,408) (587.327)
Electric plant (29,477.415) (19,226,351)
Unrealized gain/loss on marketable securities (5,616,658) (3,453,921)
Regulatory asset — postretirement benefits (463,506) (1,051,631)
Regulatory asset--- pension benefits {10,701,897) (17,966,797}
Regulatory asset— unrecognized postcmployment benefits {875,010) {851,254)
Teotal deferred tax labilities (47,757,2%4) {43,137,281)
Deferred Income tax assets T 40,568,677 ¥ 45116199 -

Current deferred income taxes
Non-current deferred mcome taxes

$ 18,302,793
22,265,884

$ 13,213395
31,902,804

The accounting guidance for Income Taxes addresses the determination of whether the tax bepefits

claimed ox expected to be claimed on a tax xefurn should be recorded in the financial stafements_ Under

this guidamee, the Companies may recognize the tax benefit from an taceriain tax position only if it is

more likeLy than not that the tax position will be sustained on examination by the taxing authorifies, based
on the technical merits of the position. The tax benefits recognized in the financial statements from such a
position axe measured based on the Jargest benefit that has a greater than fifty percent likelihood of being
realized wpon ulfimate seitlement. The Companies have not identified any mncertain tax positions as of
December 31, 2612 and 2011, and accordingly, no habllmes for incertain tax positions have been
recognize«

18



OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

On March 23, 2010, President Obama signed ioto law the Patient Protection and Affordable Care Act (the
PPAC Act). The PPAC Act is a comprehensive health care reform bill that inchides revenue-raising
provisions of nearly $400 biltion over 10 years through tax increases on high-income individuals, excise

* taxes on high-cost group bealth plans, and new fees on selected health-care-related mdustries. In addition,

on March 30, 2010, President Obama signed into Jaw the reconciliation measure, which modifies certain
provisions of the PPAC Act.

An employer offering retives prescription drug coverage that is af least as valuable as Medicare Part D
coverage 1s currently entitled to z federal retiree dmyg subsidy. Employers can curently claim a deduction

for the entire cost of providing the prescription drug coverage even though a portion of the cost is offset
_ by the subsidy they receive. However, the PPAC Act repealed the cument rule permitfing a deduction of
the portien of the drug coverage expense that is offset by the Medicare Part D subsidy. This provision of |

the PPA.C Act as modified by the reconciliation measure is effective for taxable years beginning after
December 31, 2012

During 2012, the pasage of the PPAC Act resulted in a redoction of the postemployment benefits
deferved tax asset of approximeately 380,000 and a reduction to the related regulatory habﬂxty {income
taxes refimdable to customers) of approximately $80,000.

The Companies Hle income fax retmms with the Iotermal Revenue Seyvies and the states of Chio, Indiana,
and the Commonwealth of Kentncky. The Companies are no longer subject to federal tax examinations
for tax years 2007 and earlier. The Companies are currently under andit by the Intemal Revenue Service
for the tax years ended December 31, 2008 through December 31, 2011, The Companies are no longer
subject to Siate of Indiana tax examinations for tax years 2007 and eartier. The Companies are no longer
subject to Obio and the Commonwealth of K enfucky examinations for tax years 2006 and earlier.

PENSION PLAN, OTHER POSTRETIREMENT AND POSTEMPLOYMENT BENEFTLS

The Companiss have 2 nonconfributory qualified defined beneft pension plan (the Pension Plan) covering
substantially all of their employees. The benefifs_are based on years of service and each employee’s
highest copsecutive 3§-month compensation pedod, Employees are vested in the Pension. Plan after five
years of service with the Companies.

Funding for the Pension Plan is based on actuariaily determined contributions, the madmuom of which is
generally the ampunt deductible for income tax purposes and the minimum being that required by the
Employes Retirement Income Security Act of 1974 (ERISA), as amended. The full cost of the pension
benefits and related obligations has been allocated to OVEC and IKEC in the accompanying consolidated
financial statements. The allocated amounts represent approximately a 57% and 43% split between OVEC
and TKEC, respectively, as of December 31, 2012, and approximately a 56% and 44% split for OVEC and
IKEC, respectively, as of December 31, 2011, The Pepsion Plan’s assets as of December 31 2012 consist
of ipvestments in equity and debt securities.

In addition to the Pension Plan, the Companies provide certain heaifh care and hife nsurance benefits
{Other Postretirement Benefiis) for refired employees. Substantially all of the Companies’ employees
become eligible for these benefifs if they reach refirement age while working for the Companies. These
and simtlar bepefits for active employees are provided through employer fimding and Insurance policies.
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Yo December 2004, the Companies established Voluntary Employee Beneficiary Association (VEBA)
trusts. In January 2011, the Compznies established an IRC Section 401(h) account vader the Pension Plan.

All of the trust funds’ investments for the pension and postemployment benefit plans axe diversified and
managed In compliance with all laws and regulations. Management regularly reviews the actual asset
allocation and perodically rebalances the investments to targeted allocation when appropriate. The
investments axe reported at fair value under the Fair Value Measwements and Disclosures accounting
guidance.

~

All bepefit plan assefs are Invested in accordance with each plan’s investment policy. The investment
policy outlines the mvestment objectives; strategies, and target asset allocations by plan. Benefit plan
assefs are reviewed on 2 formal basis each quarter by the OVEC/IKEC Qualified Plan Trust Comumittes.

The jnvestment phitosophies for the bepefit plans support the allocation of assets fo mimmize rsks and

OpLL’.anB net refyms.

Investment strategies inclode:

= Maintaining a long-tern investment horizon.

= Diversifying assets to help conirel volatility of returns af acceptable levels.

= Managang fees, trapsaction costs, and tax liabilities to maxamize investment earnings.

= Using active management of investnents where appropriate risk/refurn opportunities exist

~ Keeping portfolio structure style neutral fo limit volatility compared to applicable benchmarks.

The target asset allocation for each portfolio is as follows:

Pension Plan Assefs . Target
Domestic equity . 150 %
Internatiomal and global equity 15.0
Fixed income ) . 76.0
VEBA Plan Assets Target
Domestic equity 20,0 %
International and global equﬂy 200
Fixed income 57.0
Cash 3.0

- Each bepefit plan confains various investment Hinitations. These limitations are described in the investment
policy statement and detailed in cusiomized investment guidelimes or documented by mufual fund

prospecins. These Iavestment goidelines require appropriate portfolio diversification and define secumity
concentraiion liadts. Each investment manager’s portfoho is compared fo an approprate diversified
benchmark index.
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Equity investent Hmitations:

.

-

-

w

No secuxity in excess of 5% of all equities.

Cash equivalents most be less than 10% of each investment manager’s equity portfolio.
Individuzal securities must be less than 15% of each manager’s equity porifolio.

No investment In exeess of 5% of an outstanding class of any company.

No securities may be bought or sold en margin or other use of Iaverage

As otherwise defined by fimnd prospectus.

Fixed Income Limitations— As of December 31, 2012, the Pension Plan fixed income allocation
consists of managed accounts composed of U.S. Government, corporate, and mvwmicipal obligations. The
VEBA benefit plans’ fixed income allocation is composed of a variety of fixed income ranaged accounts
and mufual funds. Investment limitations for these fixed income funds are defined by manager prospectus.

Cash Limitations — Cash and cash equivalents are held in each trust to provide lquidity and meet short-

" term cash needs. Cash equivalent funds are used to provide diversification and preserve principal. The
underlying holdings n the cash firnds are nvestment grade money market instruments, inchuding money
market mutnal fonds, certificates of deposit, treasury bills, and other types of investment-grade shorf-term
debt seamities. The cash finds are valued each business day and provide daily Hauidity. Projected Pension
Plan and Other Postretirement Bepefits obligations and fimded status as of December 31, 2012 and 2011,
are as follows:
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Other Postreti}ement

Pension Plan Eenefits
2012 2011 C 202 2011
Change in projecied benefit obligation:
Projected benefit obligation — beginnmg
of year £192254,158 §150,759,587 5171866123 - $123580,352
Service cost 7,050,298 5,235212 6,411,493 4318,132
Tnierest cost 3,383,604 7.862,149 7,442,065 8,727,007
Plan parficipants’ contributions - - 008,758 846,824
Bepefits paid (3,536,952} (3,142,439) {4,445,852) (4.937,587)
Wet actuarial (gein)ioss . {9,114 566) 31,589,560 7,821,460 40,723,781
Medicare subsidy oL - - - 323,844 507,614
Expenses paid fom assets (65,383} (49.916) - -
FProjected benefif obligation —end
ofymr 195,007,159 192 294,158 190323891 171,866,123
Chunge in 3 value of plan assets:
Fair valne of plan assets — beginning . -
of year 141371363 127,044,744 94,548 G11 92,356,147
Actual setirrn on plan assels 21,180,806 11,418,959 16,538,257 288,095
Expenses paid from assefs (69,383) (49,916) - -
Emplover coptobations 5,500,000 6,100,600 5957250 5,891,110
Plan paricipants” contribulions - .- 908,758 846,824
Moedicare subsidy - - 323,844 503,422
Beneflts paid (3536952} . (3,142,438 (4,449,852} (4.937,587)
Fair vajue of play assets — end
of year: 164,445 834 141,371,363 168,236,268 94,948 011
(Urderfunded) statns— end of year 5 (30,561,325}  §$(50,922795) § {82,097,623) § (76918112)

See Note 1 for information regarding regulatory assets related to the Penslon Plan and Other
Postretrernent Benefits plan.

On December 8, 2003, the President of the United Stafes of America signed info law the Medicare
Prescriptiom Drug, Improvement and Modemmization Aet of 2003 (the Act). The Act infroduced a
prescriphiom drug benefit to retirees as well as a federal subsidy to sponsors of retiree health care bepefit
plans that provide & prescription drug benefit that is actuarially equivalent to the benefit provided by
Medicare. The Companies believe that the coverage for prescriptiop drugs is at least actuarially equivalent
to the bemefits provided by Medicare for most cument refirees betause the benefits for that group
substzntial 1y exceed the bepefits provided by Medicare, thereby allowing the Companies to qualify for the
subsidy. The Companies® employer contnbutions for Other Postretirement Benefits in the above table are
net of subsidies received of $323,844 and $503,422 for 2012 and 2011, respectively. The Companies have
accounted for the subsidy as a reduction of the benefit obligation detniled 1o the above table. The benefit
obligation was reduced by approximafely $0 and 3500,000 as of December3l, 2012 and 2011,
respectively. See Note 7 for changes in the tax law surrounding the new health care bill
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The accumulated benefit obligation for the Peosion Plan was $167,595,378 and $154,437,821 at
December 31, 2012 and 2011, respectively.

Components of Net Periodic Benefit Cost— The Companies ecord the expected ¢ost 0{ Othey
Postretirement Benefits over the service period during Wthh. such benefifs are eamed.

Pension expense is recognized as amounts are confributed to the Pension Plan and billed fo customers. The
accumulated difference between recorded pension expense and the yearly net periodic pension expense, as
calculated under the accounting guidance for Compensation — Retiternent Benpefits, is billable as a cost of
operations under the ICPA when confribiied to the peusion fiund. This accumulated difference has beea
recorded as a regalatory asset in the accompanying consolidated batance sheets

Other Postrefirement!
Pension Plan . Benefits
2z 2011 2012 2011

Service cost . ) § 7,050,298 § 5235212 L 6411453 £ 4318132

Interest cost 8,383,604 7862140 7.442,065 6,727.007

Expected return on plan assets (8,522,60%) (7,693,957) (5.516,937) (5,282,524)

Amprtization of pdor serviee cost 189,437 189,437 {375,000) (37%,000)

Recogpized actoarial Joss 2 086365 - 1,577,130 (133,988}
- Totul benefit cost 9,187,095 5,552,841 9535351 5,249,627

Pension and other postretivement benefifs
expense recognized in the consohdated
staternents of income and rctained eamings and
billed o Sponsoring Compenes under the ICPA. 3 5,500,000 £ 6,100,000 ¥ 5500000 % 4,908 4385
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The following table presents the classification of Pension Plan assets within the fair value hierarchy at

4

December 31, 2012 and 2011:
- Fair Value Measurements at
Reperting Date Using
Quoted Prices Significant
in Active Cther Significant
Viarket for Observable Unobservable
Identical Assets [nputs Inputs
2012 {Level 1} (Level 2) {Level 3}
Pomestic equity $23,558247 % - - 3 -

" International and global equity 17292251 8,550,837 -
Cash and cash equivalents 4024712 - -
U.S. Treasury secugities - 6,804,528 -
Corporate securifies - 92,091,492 -
Municipal securities - 11,223,367 -
Total faix value £45,775,210 $118670,624 & -
2011
Domestic equity $21,716,581 3 ~ $ -
Internati opal and global equity 14,047,289 6,902, 062 -
Cash and cash equivalents 5,302,174 - -
U.S. Treasury securties - 93,403 257 -
Total fair value $41,066,044 $100,305,319 3 -
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The following table presents the classification of VEBA and 401{h} account assets within the fair value
hierarchy at December 31,2012 and 2011:

Fair Value Measurements at
Reporting Date Using
Quoted Prices Significant

in Active Other Significant
Market for Observable  Unobservable

identical Asseis Inputs Inputs |
2012 {levef1)  (Level2) (Level 3)
Domestic equity $21,360.870 § -8 -
Inteynational and giobal equity ‘ 22,601,305 - -
Fixed Income muinal funds 48,177,536 - -
Fixed income secimities . - 13,581,890 -
Cash and cash equivalents 2,504,667 - ‘-
Total fair value $94,644 378 $135818%0 % -
2014
Domestic equity $19,752,467 3 . $ )
International and global equity 31,365,804 - -
Fixed income mutnal funds 37880252 - -
Cash and cash equivalents 5,449,488 - -
Total fair value . . 394948011 3 - Y -

Pension Plan and Other Postréfirement Benefif. Assumptions — Actuarial assumptmns used fo
determine benefit abligations at December 31, 20 12 and 2011 were as follows: .

Pension Plan Beneftis
2012 2011 . 201z 2011
Medical Life Wedical Life
Discount rate 428 % 440 % 440% 430% 440% 440%
Rate of compensation increase 3.00 4.00 N/A 3.00 /A 4.00
zs

FLAISEESTINL . ARG
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Actuarial assumptions used to determine net pexic;dic benefit cost for the years ended December 31, 2012
and 2011, were as follows:

Pension Plan Other Postrefirement Benefits

2012 2011 2012 2011
Medical Life Medical Life
Discount rate 4.40 % 5.50 % 440 % 440 % 550% 550%
Expected long-term refarn on
plan assets L 6.00 6.00 5.60 6.50 5.60 5.60
Rate of compensation increase 4.00 4.00 N/A 400 N/A 400

In selecting the expected long-term rate of return on assets, the Companies considered the average rate of
earnings expected on the funds invested or to be mvested to previde for plan benefits. This included
considering the Pension Plan and VEBA trusts® asset allocafion, as well as the target asset allocations for
the firtare, and the expected returns likely to be earned over the life of the Pension Plan and the VEBAs.

Assurned health care cost frend rates at December 31, 2012 and 2011, were as follows.

2012 2011
Health care trend rate assumed for next year — participants nndey 65 BOD % B30 %
Health care trend rate assumed for next year — parficipants over 65 8.60 850
Rate to which the cost frend rate is assumed to decline (the uifimate
trend rate) —— participants under 65 5.00 5.00
Rate to which the cost trend rafe is assumed to dechne (the uifimafe
trend rate} — participants aver 65 5.00 5.00
Y'ear that the rafe reaches the uldmate trend rate : 2019 2019

Assumed health care cost trend rates have a significant effect on the amousts reported for the health care
plans. A one-percentage-point change in assumed health care «cost frend rates would have the following
effects: . . o

One-FPercentage One-Percenfage
PointIncrease  Point Decrease

Effect on total service and Interest cost $ 3,134278 $ (2,355,685)
Effect on postretirement benefit obligafion 36,349,761 {28,085,825)

Pension FPlan and Other Postretirement Benefit Assefs — The asset allocation for the Pension Plan and.
VEBA trusts at December 31, 2012 and 2011, by asset category was as follows:

Pension Plan VEBA Trusts
2012 2011 2012 2011
Asset category:
Equity securries 30% 30 % 41 % 41 %
Debt securities ) 70 70 59 58



OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

NOTES TO CONSOUDATED FINANCIAL STATEMENTS |
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

LmritammamsemeaemR t ¢ - ewRIRNT NSO MTOSASTILI gt ISThwsasacmave o se smm o S5

Peasion Plan and Other Postretirement Benefit Contributions — The Comparies expect to contribute
$6.400,000 to their Pension Plan and $7,661,448 1o their Other Postretirement Benefits plan in 2013.

Estimated Futare Benefit Payments— The following benefit payments, which reflect expected future
service, as appropate, are expected to be paid:

Other
Y ears Ending Pension Posfretirement
December 31 : o Plan Benefits
“2013 E 4,175,740 § 5651442
2014 ’ 4,304,038 5,552,604
2015 5,537,299 6,385,523
2016 ' 6,383,957 6,583,700
2017 . 7,237,682 7,567,896
Five years thereafter 50,302,520 45,754 286

Postemploymeni Benefits — The Comparies follow the accounting guidance in Compenéaﬁon— Nom-
Refirement Postemployment Benefits and aceroe the estimated cost of beaefis provided to former or
inactive emplovees after employment it before retirement. Such beoefits include, butf are not Hmited to,
szlary confinuations, supplemental unemployment, severance, disability (incuding workers’
compensafion), job fraiming, counseling, and contmvation of benefits, such as bealth care and life
insurance coverage. The cost of such benefits and related obligations has been allocated to OVEC and
IKEC in the accompanying consolidated financial stafements. The allocated amounts represent
approximately a 45% and 55% split between OVEC and IXEC, respectively, as of December 31, 2012,
and approximately a 46% and 54% split between OVEC and IKEC, respectively, as of December 31,
2011. The Labiliiy is offset with a comesponding regulatory asset and represemts unrecognized
postemployment benefits billsble in the fature 1o customers. The accrued cost of such bepefits was
$2,498,759 and 32,412, 685 at December 31, 2012 and 2011 respectwdy S

Defined Contrlbutmn Plan — The Companies have a imstee-deﬁned contribution supplemental pension
and savings plan that includes 401(K) features and is available to employess who have met eligibility
requirements. The Companies’ contributions to the savings plan equal 100% of the first 1% and 50% of
ihe next 5% of employee-parficipants’ coniribufions. Benefits to participating employzes are based solely
upon amounts contrituted to the participants’ accounts and investment eammings. By its nature, the plan is
fully fimded at all imes. The employer contributions for 2012 and 2011 were $1,942,045 and $1,804,270,

respectively.

ENV]RONTM‘ENT AL MATTERS

Titde IV of the 1990 Clean Air Act Amendments (CAAAs) required the Companies o reduce sulfir
dioxide (SO,)} emissions in two phases: Phase I in 1395 apd Phase I in 2000. The Companies sclected a
fuel switching strategy to comply with the erission reduction Tequixements. The Companies also

- purchased additional SO, alicwances. The cost of these purchased allowances has been inventoried and
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ineluded on an average cost basis in the cost of fuel consnmed when used. The cost of vaused allowances

_ at December 31, 2012 and 2011, was $86,649 and $28,519, respectively.

Title IV of the 1990 CAAAs also required the Companies to comply with a nittogen oxides (NO,J
emission rate limit of 0.84 Ib/mmBtu jn 2000. The Companies installed overfire air systems on all eleven
units at the plants to comply with this Hmit The total capital cost of the eleven overfire air systems was
approximately $8.2 million.

Du_rmg 2002 and 2003, Ohic and Indizna finalized respectwe NO, State Implementation Plan (SIP) Call
regulations that re;qm.red further sigmficant NO, emission reductions for coal-buming power planfs duning
the ozone control period. The Companies nstalled selective catalytic rednction (SCR) systems on ten of
their eleven umits to comply with these rules. The total cap1tal cost of the ten SCR systems was
apprommamly $355 million.

On March 10, 2005, the Untted States Environrnental Protection Agency (the ULS. EPA) issued the Clean
Air Interstate Rule (CAIR) that required firther significant reductions of SO; and NO, emissions fom
coal-burning power plants. Or March 15, 2005, the U.S. EPA also issued the Clean Air Mercury Rule
(CAMR) that required significant mercury emission reduchons for coal-burning power plants. These
emission reductions were required in two pheses: 2009 and 2015 for NO,; 2010 and 2015 for SOy and
2010 and 2018 for mercury. Obio and Indiana subsequently finalized their respective versions of CAIR.
and CAMR In response, the Companies defermined that it would be necessary to install fiue gas
desulfurization (FGD) systems at both plants to comply with these new nuides. Following completion of the
necessary engineenng and permitting, construction was started on the new FGD systems.

In February 2008, the D.C. Circuit Court of Appeals issued a decision which vacated the federal CAMR
and remanded the mule to the U.S. EPA with 2 determination that the role be rewitten under the maximem
achievable control technologies (MACT) provision of Section 112(d) of the Clean Air Act A group of
electric utilities 2o0d the ULS. EPA requested 2 reheating of the decision, which was denied by the Court.
Follewing those denials, both the group of clectdc utilities and the U.S. EPA requested that the
U.S. Supreme Court bear the case. However, in February 2009, the U.S. EPA_ withdrew 1fs request and the
group of ufilities’ request was denied These actions left the original court decision in place, which
vacated the federal CAMR and remanded the rule to the U.S. EPA. with a deteonination that the rule be
wwiitten wnder the MACT provisien of Section 112(d) of the Clead Air Act The U.S. EPA bas
subsequently wiitten a replacement rule for the regulation of coal-fired utility emissions of mercury and
other harardous air pollutants. This replacement nile was published in the Federal Register on
Febmary 16, 2012, and it is referred to as the Mercory and Alr Toxics Standards (or MATS) mile. The rule

_ became final on April 16, 2012, and OVEC-IKEC must be in compliance by Aprl 135, 2015 (absent

qualifying for and securing a ope-year extension from the state regulatory agencies).

In July 2008, the D.C. Circuit Court of Appeals issued a decision that vacated the federal CAIR and
remanded the rule to the ULS. EPA. In September 2008, the US. EPA, a grow of electuic ufilities and
other parties filed petitions for rehearing In December 2008, the 1D.C. Circuit Court of Appeals granted
the U.S. EPA’s petition and remanded the rule fo the U.S. EPA without vacatm, allowing the federal
CAJR to remain in effect while a new mle was developed and promulgated. Feliowing the remand, the
U.S. EPA. promulgated a replacement nile to CAIR. This new mle is called the Cross-State Air Pollution
Rule (CSAPR) and It was issued on July 6, 2011, and it was scheduled to go mfo effect on J’a_nuaiy 1,
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2012. However, on December 30, 2011, the D.C. Circuit Court issved an indefinite “stay™ of the CSAPR
mile until the Coud considers the manerous state, trade associafion, and industry petitions filed to have the
nule either stayed or reviewed. The Court also instructed the U.S. EPA to keep CAIR in place while they i
consider the numerous petitions. On August 21, 2012, in a 2-1 decision, the D.C. Circuit Court vacated the . :
CSAPR mule 2nd ordered the U.S. EPA to kesp CAIR in effect nufdl a CSAPR replacement mle s -
promulgated The U.S. EPA and other parties filed a pefifion sceking rehearing before the entife D.C.
Cireuit Court on October 5, 2012, and oo Jaguary 24, 2013, the Court denied all petitions for rehearing.
.The U.S. EPA and other parties mway pow petition the U.S. Supreme Court to review the D.C. Circumt
Court’s decision on CSAPR. In the inferim, CAIR will remain in effect.

Tn December 2008, the Boards of Directors of the Companies authorized a delay in construction of the
FGD at the Clifty Creek plant of at least 18 months due to economic wncertainty in the capital markets.

To March 2009, the Boards of Directors also amthorized a delay in the fie-in of the FGD systemns of all five
generating units at the Kyger Creek plant pending an investipation info the strustrcal integrity of the
interpal components of two newly constincted jet bubbling reactors (JBRs), which are major components
of the FGD system. Extensive studies were condocied relating to this design issue, which affected the
FGD construction projects at both the Kyger Creek and Clifty Creek plants, and as a résalt, the Boards of
Directors authorized a complete redesign apd replacement of the JBR internal components to resolve this
struchral Integrity issue.

Tn December 2010, the Boards of Directors authorized the completion of the FGD construction projects at
the Kyper Creek and Clifty Creek plants with the redesign and replacement of the JBR infernal o
components. The Kyger Creek plant FGD system became fully operational during the second quarter of
2012 and the Clifty Creek plant FGD system is expected to be fully operational by the end of the second
quarter of 2013. One of the two FGD systems at Kyger Creek began successiul operations in November
2011. The second FGD at Kyger Creek began operating in the first guarter of 2012.

Additional 50, and NO, alowances were purchased to operate the Clifty Creek generating umits to
cornply with ihe reinstated CAIR, environmenta! emission rules duriog the 2012 compliance period. With
the Kyger Creek FGD system now fully operational and with the Clifty Creek FGD systems scheduled to
become operational in 2013, and with the 10 SCR. systems operational at both plants, management does
not currently anticipate the need to pun:hase additional SO, alowances in 2013; however, there may be a
need to purchase limited NO, allowances in 2013 and beyond. .

Clifty Creel’s two FGD scrubbers are scheduled to come online in March and May of 2013. As a result,
OVEC is positioned to meet the anticipated reductions in 80, apd NO, emissions that are required under
ﬂ:le: CSAPR rule if the 11.S. EPA ultimately prevadls on its petition before the Slrprcmc Court and CSAPR
is reinstafed. Altemagively, OVEC is also positioned to maeef comparable emissions rednetions that may be
required by an equivalent replacement rule should the D.C. Cireuit Court decision ultimately stand.

Once all FGD systems are fully operatiopal, OVEC expects to have adequate SO, allowances available
without having to rely on market purchases if the CSAPR rales are upheld in their current form; howeves,
addifiopal NO, ailowances or additional NO, controls may be necessary for Clifty Creek Unit 6.
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Management expects that, with the SCRs and FGD systems fully functional, OVEC will be able to meet
the emissions requirements outlined in the Mescuzy and Ajr Toxics Standards (MATS) rule by the
April 15, 2015, compliance deadline.

The total cost to complete the new Kyger Creek and Clifty Creek FGD systems and the associated
landfills is currently estimated not to exceed $1.35 billion, including the amounts expendad to date and
included in construction in progress in the accompanying balance sheets.

On November 6, 2009, the Companies received a Section 114 Informeation Request from the U.S. EPA.
The stated mumpose of the information request was for the U.S_ EPA to obtain the necessary information to
determine if the Kyger Creek and Clifty Creck plants have been operafing in compliance with the Federal
Clean Air Act Attomeys for the Companies subsequently contacted the U.S. EPA. and established a
schedule for submission of the requested information. Based on this schedule, all requested infommation
was submitted fo the U.S. EPA by March 8, 2010.

in late December 2011, OVEC-IKEC received a letter dated December 21, 2011, from the U.S. EPA
requesting follow-up wformation. Specifically, the U.S. EPA asked for an update on the stams of the FGD
serubber projects at both plants as well as addifional information on any other new emissions controls that
either have been installed or are plauned for installation since the last submitial we filed on March 8,
2012. This information Was prepared and filed with the U.S. EPA in late Tanuary 2012. In the fall 02012,
following zn on-site visit, the 1.5. EPA made an informal request that OVEC provide the agency with a
monthly exnail progress report on the Clifty Creek FGD project until both FGD systems are operational-in
2013. As of this date, the enly communication OVEC has bad with the U.S. EPA related to either the
crginal Section 114 data submittal or the supplemental data filing made 1o 2011 are the monthly emaﬂ

PIOEIESS reports.
FAIR VALUE MEASUREMENTS

The accownting gudance fox Fisancial Istnrments requires disclosure of the fuir value of certain financial

- instruments. The estimates of fair value under this guidance require the application of broad assumptions

and. estimates. Accordingly, any actizl exchapge of such financiel mstruments could ocour af values
significantly different from the amounts disclosed. As cash and cash equivalents, cnirent recervables,
curcent payables, and line of eredit borrowmgs are all shoxt term in nature, their carrying amounts
approximate fair value.

OVEC ntilizes its trustee’s external pricing service in its estimate of the fair value of the underlying
imvestments held in the benefit plan trusts and investment portfolios. The Compames® management
reviews and validates the prices utifized by the trustec to defermine fair value. Equities and fixed income
securities are classified as Level 1 holdings if they are actively traded on exchanges. Certain fixed income
securities do not trade on an exchange and do not have an official closing price. Pricing vendors calculate
bond valuations using fimancial models and matrices. Fixed income securities are typically classified as
Level 2 holdings becanse their valuation inputs are based on observable market data. Observable inputs
used for valuing fixed income securities are benchmark yields, reported trades, broker/dealer gunotes,
issuer spreads, bids, offers, and economic events. Other secumifies with model-derived valuation mputs
that are observable are also classified as Level 2 investments. Investments with unobservable valuation
inpuis are: classified as Leve] 3 investments.

[
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As of December 31, 2012 and 2011, the Companies held certain assets that are required to be measnred at
fair value on a reenrring basis. These consist of investments recorded within special deposits and long-
term investments. The special deposits consist of money market mutnal funds restricted for use on certain
projects. The investments coasist of money markef mutual funds, equity moutval fimds, and fixed income
mhmicipal securnties. Changes in the observed trading prices and liquidity of money market funds are
monitored as addifional support for detenmuining fair value, and nnrealized gains and losses are recorded in

The methods described above may produce a faix value calculation that may not be indicafive of net
realizable value or reflective of fisure fair values. Furthermore, while the Companies believe their
valuation methods are appropriate and consistent with other market participants, the use of different’
methodologies or assumpfions to determine the fair value of certain financial instruments condd result in a
different fair value measuremnent af the reporting date.

Long-Term Investments — Assets measured at fair value on a recuring besis at December 31, 2012 and
2011, were as follows:

Erir Value Measurements at
Repoiting Date Using
Quoted Prices  Sigoificant

in Active Other Significant
Market for Observable  Unobservable
. Identical Ascets Inputs Inputs

2012 (Level 1) (Level 2) {Level 3)
Equity mutual funds 321,192,480 3 - £ -
Fixed income mimicipal securities - 06,088,024 -
Cash and cash equivalents 61,009,960 - -
Total fair valos $82202,440 £96,088024 % -
2011

Equity mfual funds $17,515,143 I - ¥ -
Fixed income municipal securities - 86,556,577 -
Cash and cash equivalents 2,105,486 - -
Tofal fair valne $15,620,625 $86,556,577 3 -

Long-Term Debt — The fair values of the senlor notes and fixed rate bonds were estimated using
discounted cash flow znalyses based on cument imeremental bomowing rates for similar types of
Lorrowing amangements. These fair values are not reflected in the balance sheets.
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The fair values and recorded values of the semidr notes and fixed and vadsble rale bonds as of
Decembex 31, 2012 and 2011, are as follows:

2012 2014
Fair Value Recorded Value Fair Value Recgorded Value

Senior 2006 Notes $ 351945355 F 292095074 I 346,562,704 £ 306,042,656
2006 Notes Extended 80,253,601 61,252 481 71,775,275 62035673
Semior 2007 Notes 241,074,733 199,466,104 238,414,890 209264364
2007 Notes Fxtended 60,951,383 46,088,002 54,417,306 46,682,085
Senior 20068 Notes 262552 244 - 208,927,670 259,006,749 218,668,424
2008 Notes BExdended 122,856,716 T 89252972 109,748,707 90,309,284
Sexmior 2009A Notes 100,600,000 104,000,000 98,520,000 : 100,000,000
2009A B oads 25,000,000 25,000,000 25,000,000 25,600,000
20098 Bopds 25,000,000 25,000,000 25,000,000 . 25,000,000
2009C Bonds 25,000,000 25,000,000 25,600,000 25,000,000
20090 B onds 25,000,000 25,000,000 25,600,600 25,000,000
2005E Bonds 115,638,000 100,000,000 . 130,750,000 100,000,000
2010A4&8 Bonds 100,000,060 100,000,000 104,000,000 100,006,000
20124 Bonds 82,713,660 77091234 - -
2(0i2A Bonds 130,217,472 122,312,703 - -
2012B&C Bonds 100,000,000 104,000,000 -~ -
Total $1,848202.504 § 1556486240 $1,485,195, 631 § 1,333,002 486

LEASES

‘OVEC has eptered into operating leases to secure railcars for the transporiation of coal in conpection with

the fuel switching modifications at the OVEC and the IKEC generating stafions. OVEC has raiicar lease
agreements that extend fo as long as December 31, 2025, with options to exit the leases vmder certain
conditions. The amount in property under capital leases 1s $2,277,088 with accumulated depreciation of
$460,653 and $141,434 as of December 31, 2012 and 2011, espectively. OVEC also has various other
operating leases with other property and equipment During 2012, OVEC terminated certain railear lease
agrecments, which resulted in lease termination costs of $3,497300. As of December 31, 2012, OVEC
bad billed Sponsor Companies $499,614 resulting in a balance of $2,997,686 that will be recovered from
the Sporsor Compames within the next 12 months. This amount 1s to be recorded in current repulatory
assets (see Note 1) and is not included in the Iease payments below. '
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Fufure miniravum lease payments for capital and operating leases at December 31, 2012, are as follows:

‘Years Ending :
December 21 Operating Capital :
- i
2013 . $ 1,834312 £ 535492 :
2014 1,050,918 527,119
2015 ‘ - 850338 . 351,787
2016 4,504 139,313
2017 - 119,119
Thereafter - 573,220
Total fiture mintmom lease payments . § 3,740,072 2,246,050
Less estimated mterest element ’ 580,372
Estimated present value of fufure minimum lease payments 51,655,678
The aonual operating lease cost inctrred was $3,310,227 and $3,435,766 for 2012 and 2011, respectively,

and the aomel capital lease cost incurred was $437,084 and $138,.376 for 2012 and 2011, respectively.

12. COMNMITMENTS AND CONTINGENCIES

The Companies are party to or may be affected by various matters under litigation. Management believes
that the vltimate owfcome of these matters will not have a significant adverse effect on either the
Companies’ fiture results of operation or financial positica

YT




OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY -

INDEPENDENT AUDITORS’ REPORT

To the Board of Direcfors of
Chio Valley Electric Cozporafion:

We have audited the accompanying consoldated financial statements of Ohio Valley Electric Corporation and
its subsidiary company, Indiapa-Eentucky Electric Corporation (the "Comparnies"), which comprise the
consolidated balance sheets as of December 31, 2012 and 2011, and the related consolidated statemenfs of
Income and retained earnings and cash flows for the years then ended, and the related notes to the copsoldated
financial statements.

Management's Responsibility for the Consolidated Financial Statements

Management is xesporsible for the preparation and falr presentation of these consolidated financial statements n
accordance witty accounting principles generally accepied in the Unifed States of America; this Incindes the
design, Implementation, ard maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from roaterial misstatement, whether due to fraud or error.

Auditors’ Res ponsibility

Cur responsibility is to express an opinion on these consolidated financial statements based on our andits. We
condieted our andits 1 accordance with anditing standards generally accepted in the United States of Amenca
Those standards require that we plap and perform the andif to obiain reasonable assurance about whether the
consolidated financial stafements ate free from material misstatement.

An andit nvolves performing procedures to obtain andit evidence about the amovnts and disclosuzes in the
consolidated fiancial statements. The procedires selected depend on the anditor’s judgment, including the
assessment of the risks of matenal misstatement of the conschidated financial statements, whether due to fand
or error. In making those risk assessments, the andifor considers intemal control relevant to the Companies’
preparation and fair presentation of the consolidated financial statements in order to design audif proceduses that
are appropriate 11 the circumstances, but not for the puzpose of expressing an opinion on the effectiveness of the
Compames’ intemnal confrol. Accordingly, we express no such opinion. An andit also Includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriafe to provide a basis for our andit
OPIIIOI.

Opinion
In our opinion, The consolidaied financial staternents referred to above present fairly, in all matenal respects, the
finencial position of the Companies as of December 31, 2012 and 2011, and the results of their operations and

their cash flows: for the years then ended in accordance with acconnting principles generally accepied in the
United States of  Amenca. :

PELCITIE & TOUCHELLP
Demme T Toude UP

Apl10,2013
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OVEC PERFORMANCE—A 5-YEAR COMPARISON

Net Gepexation (MWh)

Enecrgy Delivered (MWHh) to:
. DOE
Sponsors

Maximum Seheduled MW) byz
DOE ’
Sponsors

Power Costs 1o:
DOE

Sponsors

Average Price Wh):
DOE
Sponsors

Operating Revenues

Cost of Fuel Consumed

Taxes (federal, state, and local)

Payrold
Forl Buwed (tons)

Heat Rate (Bt per kKWh,
net generzfion)

Uit Cost of Foel Barped
(per mmBin)

Equivaleat Availability (percent)
Power Use Factor {percent)

Employees (year-end)

2012

10,514,762

207,692
10,340 568

36

2,165

$9,697,000
$650,027,000

43,802
$62.862

$670,819,000

$599,851,008
$302,926,000
511,659,000
$61,907,000

© 5,290,009

10,581

hyAry4

759

£3.40

328

2011
14,468,168

253,157
14,199,025

35
2247

§11.643,000
£722,153,000

545993
$50.859

£716,938,000

. $653,696,000

$307,543,000
£12,059,000
$57,141,000

7,310,107

10,467

X263

B9.61

810

2010
14,634,079

249,139
14,421,180

39
2273

$11.207.000
$671.671,000

§44.984
£46.575
$690,627,000
$618,790,000
$358.507,000
$11,208,000
555,609,000

7,506,530
10310

$238
EL.0
92.32

83

2009
15,260,922

264,664
15,069,699

39
2212

$11,451,000
£632.506,000

$43.266
$41.9712

36;1,593,000
$584,881,000
$329,448,000
$12,298,000
$56,589,000

7,900,394
10,259

210
816
96.29

509

2008
15,260,029

270369
15,026,597

45
2,216

$18,539,000
605,355,000

$68.570
$40.286
$621,813,000
566,798,000
$340,213,000
$10,808,000
§53,694,000

7,891,440
10236

T§2.18
80.5
96.39

817
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and subsidiary

INDIANA-KENTUCKY ELECTRIC CORPORATION



Ohio Valley Electric Corporation

 GENERAL OFFICES, 3932 U.S. Route 23, Piketon, Ohio 45661

Ohio Valley Electric Corporation (OVEC) and its wholly
owned subsidiary,  Indiana-Kentucky  Electric
Corporation (IKEC), collectively, the Companies, were
organized on October 1, 1952. The Companies were
formed by investor-owned utilities firnishing electric
service in the Ohio River Valley area and their parent
holding companies for the purpose of providing the large
electric power requirements projected for the uranium
enrichment facilities then under construction by the
Atomic Energy Commission (AEC) near Portsmouth,
Ohio.

OVEC, AEC and OVEC’s owners or their utility-
company affiliates (called Sponsoring Companies)
entered nto power agreements to ensure the availability
of the AEC’s substantial power requirements. On
October 15, 1952, OVEC and AEC executed a 25-year
agreement, which was later extended through
December 31, 2005 (DOE Power Agreement). On
September 29, 2000, the DOE gave OVEC notice of
cancellation of the DOE Power Agreement. On April 30,
2003, the DOE Power Agrecment terminated in
accordance with the notice of cancellation.

OVEC and the Sponsoring Companies signed an
Inter-Company Power Agreement (ICPA) on July 10,
1953, 1o support the DOE Power Agreement and provide
for excess energy sales to the Sponsoring Companies of
power not utilized by the DOE or its predecessors. Since
the termination of the DOE Power Agreement on
Aprl 30, 2003, OVEC’s entire generating capacity has
been available to the Sponsoring Companies under the
terms of the JCPA. The Sponsoring Companies and
OVEC entered into an Amended and Restated ICPA,
effective as of August 11, 2011, which extends its term
to June 30, 2040,

OVEC’s Kyger Creek Plant at Cheshire, Ohio, and
IKEC's Clifty Creek Plant at Madison, Indiana, have
nameplate generating capacities of 1,086,300 and
1,303,560 kilowatts, respectively. These two generating
stations, both of which began operation in 1955, are
connected by a network of 705 circuit miles of 345,000-
volt transmission lines. These lines also interconnect
with the major power transmission networks of several
of the utilities serving the area.

The current Shareholders and their respective
percentages of equity in OVEC are:

Allegheny Energy, Ine. oo 3.50
American Electric Power Company, Inc.* ......... 39.17
Buckeye Power Generating, LLC......coovovecunane. 18.00
The Dayton Power and Light Company” .............. 4.90
Duke Energy Ohio, Inc.*.....eoocmmrcvmrrrnrenrnnerionnn 9.00
Kentucky Utilities COmpany” ........covvuerevrnevoeencronne 2.50
Louisville Gas and Electric Company” .....cou....... 5.63
Ohio Edison Company’ ...........ccceeueeeremsveremcerennes 0.85
Ohio Power Company**® 4.30
Peninsula Generation Cooperative’ 6.65
Southern Indiana Gas and Electric Company®...... 1.50
The Toledo Edison Company’ ......cue.urevreocercnnee 4.00

100.00

These investor-owned ufilities comprise the
Sponsoring Companies and currently share the OVEC
power participation benefits and requirements in the
following percentages:

Allegheny Energy Supply Company LLC........... 3.0
Appalachian Power Company”® ........cooeoewmruvrvvreens 15.69
Buckeye Power Generating, LLC ....oorverveeeeeo., 18.00
The Dayton Power and Light Company® .............. 4.906
Duke Energy Ohio, Inc.* ..o, 9.60
FirstEnergy Solutions Corp.} ..o 4.85
Tndiana Michigan Power Company’ .......ow.ervvn.. 7.85
Kentucky Utilities COMpany” ......cceeeeeserrmersnserenns 2.50
Louisville Gas and Electric Company”................. 5.63
Monongahela Power Company” ......c..oeeernns.. fee 0149
Ohio Power Company® .............cemeresiensicerennes 19.93
Peninsula Generation Cooperative’ ......coo.veoo...... 6.65
Southern Indiana Gas and Electric Company®...... __1.50

S ) 00.00

Some of the Common Stock 1ssued in the name of:

*American Gas & Electric Company
*#*Columbus and Southern Ohio Electric Company

Subsidiary or affiliate of:
'FirstEnergy Corp.
“Buckeye Power, Inc.
*The ARS Corporation
“Duke Energy Corporation
*PPL Corporation
®American Electric Power Company, Inc.
"Wolverine Power Supply Cooperative, Inc.
#Vectren Corporation



OHIO VALLEY ELECTRIC CORPORATION

AND SUBSIDIARY COMPANY

A Message from the President

Ohio Valley Electric Corporation and its subsidiary,
Indiana-Kentucky Electric Corporation, have begun
a new journey competing in a volatile power market
equipped with new environmental controls and new
human performance improvement tools to adapt to a
challenging future. We are partoering with our
employees to ensure a zero harm workplace, address
our challenges, operate our facilities efficiently and
be the provider of choice for our owners.

SAFETY

OVEC and IKEC are committed to providing
a safe and healthy place to work for all employees.
In 2013, the Companies continued making progress
on their transition to a culture that leads with safety.
Safety training on human performance improvement
tools was initiafed in 2012 and continued in 2013.
Strong leadership and the involvement of all
employees and our contractors will help ensure that
we achieve and sustain the desired goal of zero
harm.

FLUE GAS DESULFURIZATION (FGD) PROJECTS
AND FUTURE ENVIRONMENTAL COMPLIANCE
OBLIGATIONS

The two FGD scrubbers at Kyger Creek were
successfully placed into service in November 2011
and February 2012. The two Clifty Creek plant
FGD systems were successfully placed into service
in March 2013 and May 2013. All four scrubbers
continue to meet our environmental performance
expectations. The pollution control systems installed
at both plants are also expected to meet emission
limitations under the Mercury and Air Toxics
Standards (MATS) beginning in April 2015 as well
as future requirements under the Cross-State Air
Pollution, Rule (CSAPR), which was recently upheld
by the U.S. Supreme Coust.

ENERGY SALES

OVEC’s use factor — the ratic of power
scheduled by the Sponsoring Companies to power
available — for the combined on- and off-peak
periods averaged 75.1 percent in 2013 compared
with 69.4 percent in 2012. The on-peak use factor
averaged 89.0 percent in 2013 compared with

829 percent in 2012. The off-peak use factor
averaged 57.4 percent in 2013 and 52.4 percent in
2012.

Tn 2013, OVEC delivered 10.3 million MWh
to the Sponsoring Companies, which is the same
amount delivered in 2012.

PoOwWER COSTS

In 2013, OVEC’s average power cost to the
Sponsoring Companies was $65.183 per MWh
compared with $62.862 per MWh in 2012. The
total Sponsoring Company power costs were
$672 million in 2013 compared with $650 million
in 2012. The lack of emergy sales in 2013
continued to account for the majority of the
increased cost per MWh in 2013. Mild weather,
low energy market prices and competitive natural
gas generation were all contributing factors for
lower-than-average energy sales in 2013.

2014 ENERGY SALES OUTILOOK

In 2014, the demand for energy improved
significantly due to below average temperatures
during the first quarter of 2014 and the increase in
the cost of natural gas generation. OVEC projects
that higher natural gas prices will have a significant
impact on the Sponsors scheduling more of
OVEC’s power in 2014. As a result, OVEC
anticipates the combined use factor for 2014 will be
approximately 90 percent, which wili result in
increased emergy sales estimated at 12 million
MWh and average power costs less than $55 per
MWh.

COST CONTROL INITIATIVES

In 2013, OVEC continued its engagement of
employees in a continuous improvement initiative
to control costs, improve operating performance
and explore opportunities to enhance the value of
the OVEC investment. These lean activities,
developed and implemented by OVEC employees,
are producing process improvements and
sustainable savings that translate into meaningful
improvements. The continuous improvement team
efforts are changing the culture of our Company,




impacting our decision making and leading the way
toward how we plan to do business in the fufure.

ENTERPRISE ASSET MANAGEMENT SYSTEM

The OVEC Enterprise Asset Management
(EAM) System was placed into service on
August 12, 2013, afier a team of OVEC employees
spent over one year at the vendor's location
developing and installing the system. The use of an
EAM System allows the integration of core
functionality within OVEC, including work
management, labor enfry, inventory management,
purchasing and confracts management, project
management and various accounting functions.
Some of the benefits of the system include a
transition from reactive maintenance to proactive
maintenance, better data for informed decision
making and standardized work practices and
processes.

OVEC FERC ORDER 1000 COMPLIANCE

The Federal Energy Regulatory Commission
(FERC) Order 1000 issued in July 2011 requires
transmission providers, including OVEC, to
participate in  regional and interregional
transmission planning. Because OVEC is not a
member of a Regional Transmission Organization
that provides such planming to its members, OVEC
partnered with LG&E/KU to join the Southeast
Regional Transmission Planning (SERTP) group.
The SERTP had been formed in 2007 by a group of
utilities led by Southern Company. Working with
this group, OVEC was able to submit a compliance
filing to the FERC for the regional planning portion
of Order 1000 in February 2013. On July 18, 2013,
FERC issued a ruling on this filing accepting in part

and rejecting In part certain provisions of the.

regional filing. Among the terms rejected were the’
Cost Allocation Methodology based on avoided
construction costs and addressing Public Policy
Requirements. On Januvary 14, 2014, OVEC and its
SERTP partners filed revisions to correct the issues
identified by FERC. A ruling on this filing is
expected later this summer. A ruling on the
interregional filing made last July is also expected
this summer.

DOE ARRANGEMENTS WIiTH OVEC
In 2013, OVEC purchased 230,042 MWh of

power and energy from other electricity suppliers
for delivery and use by the Department of Energy

(DOE) for its Portsmouth facility. At the request of

the DOE, OVEC makes these limited purchases of

power and energy under the terms and conditions of
an Arranged Power Agreement with the DOE.

As ordered by the FERC, the North American
Electric Reliability Corporation (NERC) registered
OVEC as the load-serving entity for the DOE load
at the Portsmouth facility. OVEC is working with
Sponsor representatives to mitigate any impacts,
other than additional NERC compliance
obligations, that could result from this additional
NERC registration. Discussions continue with the
DOE on assuming responsibility for the remaining
high-voltage substation at the facility. OVEC
continues to explore other options for providing
power and energy to the DOE.

ENVIRONMENTAL COMPLIANCE

OVEC and IKEC have a strong commitment
to maintain compliance with all applicable federal,
state and local environmental rules and regulations.
During 2013, the Kyger Creek and Clifty Creek
plants operated in compliance with their respective
air emission iimits. The Companies received no
enforcement actions or fines from any of the
environmental agencies responsible for overseeing
the status of our environmental compliance
activities. In addition, we have begun marketing
the gypsum generated from our new scrubber
operations as an agricultural soil amendment and
are preparing to meet boiler tuning and optimization
obligations under MATS.

BOARD OF DIRECTORS AND OFFICERS CHANGES

In August 2013, Philip R. Herrington,
president, competitive generafion of AES US.
Strategic Business Unit, was elected to serve as a
director of OVEC following the resignation of
Dennis A. Lantzy. Mr. Lantzy had served on the
OVEC board since 2012. In June 2014, William S.
Doty, executive vice president — utility operations
of Vectren Corporation, resigned as a director of
OVEC and IKEC.

In Januwary 2014, David E. Jones retired as
vice president-operations of OVEC and IKEC. He
had served as vice president-operations of both
Companies since 1990.

Ve o ™

Nicholas ¥. Akins
President

June 30, 2014



OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2013 AND 2012

ASSETS

ELECTRIC PLANT:
At original cost
Less — accumulated provisions for depreciation

Construction in progress
Total electric plant

CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable
Fuel in storage
Materials and supplies
Property taxes applicable to future years
Emission allowances
Deferred tax assets
Income taxes receivable
Regulatory assets
Prepaid expenses and other

Total current assets

REGULATORY ASSETS:
Unrecognized postemployment benefits
Pension benefits
Postretirement benefits

Total regulatory assets

DEFERRED CHARGES AND OTHER:
Unamortized debt expense
Deferred tax assets
Long-term investments
Special deposits — restricted
Other

Total deferred charges and other

TOTAL

2013

$ 2,671,807,219

2012

b 1,985,645,118

1,182,491,224 1,115,363,691
1,489,315,995 870,281,427
30,583,795 645,484,896

1,519,899,790

1,515,766,323

70,757,710 19,924,318
35,332,653 36,952,825
43,020,394 79,550,095
32,564,435 27,464 418
2,702,905 2,503,440
62,428 86,649
9,980,768 18,302,793
3,331,536 15,832,666
371,297 8,277,357
2,244,413 2,168,143
200,368,539 211,062,704
2,078,864 2,498,759
8,542,293 30,561,325

. 1,324,775
10,621,157 34,384,859
13,401,209 14,485,787
19,432,479 22,265,884
117,106,668 120,351,712
- 57,938,752
488,407 103,107
150,428,763 215,145,242

$ 1,881,318,249

$ 1,976,359,128

{Continued)




OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

CONSOLIBATED BALANCE SHEETS
AS OF DECEMBER 31, 2013 AND 2012

CAPITALIZATION AND LIABILITIES

CAPITALIZATION:
Comamon stock, $100 par value — authorized, 300,000 shares;
outstanding, 100,000 shares in 2013 and 2012
Long-term debi
Line of credit borrowings
Retained earnings

Total capitalization

CURRENT LIABILITIES:
Current portion of long-term debt
Accounts payable
Accrued other taxes
Regulatory liabilities
Accrued interest and other

Total current liabilities

COMMITMENTS AND CONTINGENCIES (Notes 3, 11, 12)

REGULATORY LIABILITIES:
Postretirement benefits
Decommissioning and demolition
Investment tax credits
Net antitrust settlement
Income taxes refundable to customers

Total regulatory liabilities

OTHER LIABILITIES:
Pension liability
Asset retirement obligations
Postretirement benefits obligation
Postemployment benefits obligation
Other non-current liabilities

Total other liabilities

TOTAL

See notes to consolidated financial statements.

2013

$ 10,000,000
1,267,873,554
30,000,000
6,478,234

2012

$ 10,000,000
1,358,347,337
60,000,000
5,293,968

1,314,351,788

1,433,641,305

290,496,381 238,138,903
50,131,367 53,916,997
9,062,813 8,651,108
27,406,208 21,975,974
28,145,464 25,822,574
405,242,233 348,505,556
32,619,457 _
19,140,730 14,230,459
3,393,146 3,393,146
1,823,929 1,823,929
28,380,282 38,645,647
85,357,544 58,093,181
8,542,293 30,561,325
22,230,109 20,961,379
42,173,401 82,097,623
2,078,864 2,498,759
1.342,017 -
76,366,684 136,119,086

$1,881,318,249

$1,976,359,128

(Concluded)



OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

OPERATING REVENUES — Sales of electric energy to:
Department of Energy
Sponsoring Companies

Total operating revenues

OPERATING EXPENSES:
Fuel and emission allowances consumed in operation
Purchased power
Other operation
Maintenance
Depreciation
Taxes ~— other than income taxes
Income taxes

Total operating expenses

OPERATING INCOME
OTHER INCOME

INCOME BEFORE INTEREST CHARGES

INTEREST CHARGES:
Amortization of debt expense
Interest expense
Total interest charges
NET INCOME
RETAINED EARNINGS — Beginning of year
CASH DIVIDENDS ON COMMON STOCK

RETAINED EARNINGS — End of year

See notes to consolidated financial statements.

2013 2012
$ 9,281,567 $ 9,097,306
666,367,706 661,721,951
675,649,273 670,819,257
311,899,995 302,925,697
8,763,157 8,552,565
98,197,470 101,967,242
83,396,811 89,645,354
80,172,750 85,140,820
11,421,154 10,765,327
890,377 893,533
594,741,714 599,890,538
80,907,559 70,928,719
530,109 10,920,111
81,437,668 81,848,830
5,166,736 4,606,617
74,086,666 74,985,523
79,253,402 79,592,140
2,184,266 2,256,690
593,968 4,037,278
(1,000,000) (1,000,000)
$ 6478234 $ 5293968




OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

20143 2042
OPERATING ACTIVITIES:
Net income $ 2,184,266 $ 2,256,690
Adjustments to reconcile net income fo net cash provided by (used in) operating activities:
Depreciation 80,172,750 85,140,820
Amortization of debt expense 5,166,736 4,606,617
Deferred taxes/refundable taxes 890,065 2,908,239
(Gain) on marketable securiges 4,331,444 (6,345,075)
Changes in assets and liabilities:
Accounts receivable 1,620,172 3,948,625
Fuel in storage 36,529,701 (7.853,097)
Materials and supplies (3,100,017) 341,497
Property taxes appiicable to future years (199,465) 18,480
Ermnission allowances 24,221 (58,130}
Income taxes receivable 12,501,130 {14,3%1,215)
Prepaid expenses and other (76,270) {260,491)
Other regulatory assets 46,467,540 11,638,471
Other assets - -
Other noncwrent assets (385,300) 116,375
Accoupts payable (829,201} 2,571,729
Deferred revenue — advances for construction - {11,654,904)
Accrued taxes 411,706 {160,864}
Accrued interest and other 2,322,890 2,912,675
Other liabilities (39,752,402) (13,943,822)
Other regulatory liabilities 28,162,184 5,248,035
‘Net cash provided by operating activities 154,442,150 67,003,655
INVESTING ACTIVITIES:
Electric plant additions (87,262,647) (203,149,352)
Proceeds from sale of 1.T investments 97,023,136 20,342,154
Purchases of long-term investments {40,170,784) (86,110,337)
Net cash used in investing activities (30,410,295) (268,937,535)
FINANCING ACTIVITIES:
Issuance of Senicr 2012 Bonds - 299,403,938
Issuance of Senior 2010 Bonds - -
Loan origination cost (4,059,559) (5.377,779)
Repayment of Senior 2006 Notes (15,602,389) {14,730,774)
Repayment of Senjor 2007 Notes (11,017,149} (10,392,343)
Repayment of Senior 2008 Notes (11,519,366) (10,797,067
Proceeds from line of credit 10,000,000 160,000,000
Payments on line of credit (40,000,000) {200,000,000)
Dividends on commen stock (1,000,000) (1,000,000)
Net cash provided by financing achivities (73,198463) 217105975
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 50,833,392 15,172,095
CASH AND CASH EQUIVALENTS — Beginning of year 10.824.318 4,752,223
CASH AND CASH EQUIVALENTS -— End of year 3 76,757,710 $ 19,024,318
SUPPLEMENTAL DISCLOSURES:
Interest paid 3 74,902,175 3 74,160,307
Income taxes paid (received) — net $ (12,501,572 § 12,504,500
Non-cash electric plant additions inciuded in accounts payable at December 31 h 5,697,686 3 8,654,116

See notes to consolidated financial stateroents.



OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Consolidated Financial Statements — The consolidated financial statements include the accounts of
Ohio Valley Electric Corporation (OVEC) and its wholly owned subsidiary, Indiana-Kentucky Electric
Corporation (IKEC), collectively, the Companies. All intercompany transactions have been eliminated in
consolidation.

Organization — The Companies own two generating stations located in Ohio and Indiana with a
combined electric production capability of approximately 2,256 megawatts. OVEC is owned by several
investor-owned utilities or utility holding companies and two affiliates of generation and transmission
rural electric cooperatives. These entities or their affiliates comprise the Sponsoring Companies. The
Sponsoring Companies purchase power from OVEC according to the terms of the Inter-Company Power
Agreement (ICPA), which has a current termination date of June 30, 2040. Approximately 27% of the
Companies’ employees are covered by a collective bargaining agreement that expires August 31, 2014.

Prior to 2004, OVEC’s primary commercial customer was the U.S. Department of Energy (DOE). The
contract to provide OVEC-generated power to the DOE was terminated in 2003 and all obligations were
seitled at that time. Currently, OVEC has an agreement to arrange for the purchase of power (Arranged
Power), under the direction of the DOE, for resale directly to the DOE. All purchase costs are biilable by
OVEC to the DOE.

Rate Regulation — The proceeds from the sale of power to the Sponsoring Companies are designed to be
sufficient for OVEC to meet its operating expenses and fixed costs, as well as eam a retum on equity
before federal income taxes. In addifion, the proceeds from power sales are designed to cover debt
amortization and interest expense associated with financings. The Companies have continued and expect
to continue to operate pursuant to the cost plus rate of return recovery provisions at least to June 30, 2040,
the date of termnination of the ICPA.

The accounting guidance for Regulated Operations provides that rate-regulated utilities account for and
report assets and liabilities consistent with the economic effect of the way in which rates are established, if
the rates established are designed to recover the costs of providing the regulated service and it is probable
that such rates can be charged and collected. The Companies follow the accounting and reporting
requirements in accordance with the guidance for Regulated Operations. Certain expenses and credits
subject to utility regulation or rate determination normally reflected in income are deferred on the
accompanying consolidated balance sheets and are recognized in income as the related amounts are
included in service rates and recovered from or refunded to customers.
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The Companies® regulatory assets, liabilities, and amounts authorized for recovery through Sponsor
billings at December 31, 2013 and 2012, were as follows:

2013 2012
Regulatory assets:
Current assets:
Lease termination costs/liquidated damages $ 371,297 $ 5225467
Unrecognized loss on coal sales - 3,051,890
Total 371,297 8,277,357
Other assets:
Unrecognized postemployment benefits 2,078,864 2,498,759
Pension benefits 8,542,293 30,561,325
Postretirement benefits - 1,324,775
Total 10,621,157 34,384,859
Total regulatory assets $ 10,992,454 $ 42662216
Regulatory liabilities:
Current liabilities:
Deferred credit — EPA emission allowance proceeds $ 275,108 h3 274,687
Deferred revenue ~— voluntary severance 1,510,609 -
Deferred revenue —— advances for construction 23,158,632 19,389,380
Deferred credit — gain on coal sale 246,701 -
Deferred credit — advance collection of interest 2,215,158 2,311,967
Total 27,406,208 21,975,574
Other liabilities:
Post retirement benefits 32,619,457 -
Decommissioning and demolition 19,140,730 14,230,459
Investinent tax credits 3,393,146 3,393,146
Net antitrust settlement 1,823,929 1,823,929
Income taxes refundable to customers 28,380,282 38,645,647
Total 85,357,544 58,093,181
Total regulatory liabilities $112,763,752 $ 80,069,155

Regulatory Assets — Regulatory assets consist primarily of pension benefit costs, postretirement benefit
costs and income taxes billable to customers. Income taxes billable to customers are billed to customers in
the period when the related deferred tax liabilities are realized. The fuel related costs, including railcar
lease termination costs and liquidated damages, will be billed to customers in 2014. All other regulatory
assets are being recovered on a long-term basis.
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Regulatory Liabilities— The regulatory liabilities classified as current in the accompanying
consolidated balance sheet as of December 31, 2013, consist primarily of interest expense collected from
customers in advance of expense recognition, customer billings for construction in progress, and voluntary
severance payments collected in advance of expense recognition. These amounts will be credited to
customer bills during 2014, In October 2013, OVEC anncunced a voluntary severance program for active
employees who would be retirement-eligible by the end of 2014. Approved employees in the program are
entitled to receive a one-time severance payment and would retire on an agreed-upon date after they are
retivement-eligible, but not later than January 1, 2015. Total expected costs related to the one-time
payments are $4.6 million for OVEC and $1.6 million for IKEC, of which $3.5 million for OVEC and
$1.2 million for IKEC has been expensed in 2013 recorded in the Other Operation under Operating
Expenses. As the Companies have collected the entire expected costs from Sponsor Companies as of
December 31, 2013, the remaining $1.1 million for OVEC and $0.4 million for IKEC to be expensed
during 2014 has been recorded as a current regulatory liability at December 31, 2013. Other regulatory
liabilities consist primarily of income taxes refundable to customers, postretirement benefits, and
decommissioning and demolition costs. Income taxes refundable to customers are credited to customer
bills in the period when the related deferred tax assets are realized. The Companies’ ratemaking policy
will recover postretirement benefits in an amount equal to estimated benefit accrual cost plus amortization
of unfunded liabilities, if any. As a result, related regulatory labilities are being credited fo customer bills
on a long-termn basis. The remaining regulatory liabilities are awaifing credit to customer bills in a future
period that is yet to be determined.

In 2003, the DOE terminated the DOE Power Agreement with OVEC, entitling the Sponsoring
Companies to 100% of OVEC’s generating capacity under the terms of the ICPA. Under the terms of the
DOE Power Agreement, OVEC was entitled to receive a “termination payment” from the DOE to recover
unbilled costs upon termination of the agreement. The termination payment included unbilled
postretirement benefit costs. In 2003, OVEC recorded a settlement payment of $97 million for the DOE
obligation related to postretirement benefit costs. The regulatory liability for posiretirement benefits
recorded at December 31, 2013 and December 31, 2012, represents amounts collected in historical billings
in excess of the Generally Accepted Accounting Principles (GAAP) net periodic benefit costs, including
the DOE termination payment and incremental unfunded plan obligations recognized in the balance sheets
but not yet recognizable in GAAP net periodic benefit costs.

Cash and Cash Equivalents — Cash and cash equivalents primarily consist of cash and money market
funds and their carrying value approximates fair value. For purposes of these statements, the Companies
consider temporary cash investments to be cash equivalents since they are readily convertible into cash
and have original maturities of less than three months.

Electric Plant — Property additions and replacements are charged to utility plant accounts. Depreciation
expense is recorded at the time property additions and replacements are billed to customers or at the date
the property is placed in service if the in-service date occurs subsequent to the customer billing. Customer
billings for construction in progress are recorded as deferred revenue-advances for construction. These
amounts are closed to revenue at the time the related property is placed in service. Depreciation expense
and accumulated depreciation are recorded when financed property additions and replacements are
recovered over a period of years through customer debt retirement biiling. Al} depreciable property will be
fully billed snd depreciated prior to the expiration of the ICPA. Repairs of property are charged to
maintenance eXpense.
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Fuel in Storage, Emission Allowances, and Materials and Supplies — The Companies maintain coal,

. reagent, and oil inventories for use in the generation of electricity and emission allowance inventories for
regulatory compliance purposes due to the generation of electricity. These inventories are valued at
average cost, less reserves for obsolescence. Materials and supplies consist primarily of replacement parts
necessary to maintain the generating facilities and are valued at average cost.

Long-Term Investments — Long-term investments consist of marketable securities that are held for the
purpose of funding postretirement benefits and decommissioning and demolition costs. These securities
have been classified as trading securities in accordance with the provisions of the accounting guidance for
Investments — Debt and Equity Securities. Trading securities reflected in Long-Term Investments are
carried at fair value with the unrealized gain or loss, reported in Other Income (Expense). The cost of
securities sold is based on the specific identification cost method. The fair value of most investment
securities is determined by reference to currently available market prices. Where quoted market prices are
not available, we use the market price of similar types of securities that are traded in the market to
estimate fair value. See Fair Value Measurements in Note 10. Due to tax limitations, the amounts held in
the postretirement benefits portfolio have not yet been transferred to the Voluntary Employee Beneficiary
Association (VEBA) trusts (see Note 8). Long-term investments primarily consist of municipal bonds,
money market mutual fund investments, and muiual funds. Net unrealized gains (losses) recognized
during 2013 and 2012 on securities still held at the balance sheets date were $(3,698,604) and $6,250,092,
respectively.

Special Deposits — Special deposits at December 31, 2012 consisted of money market mutual funds held
by trustees restricted for use in specific construction projects. The fair value of special deposits was $0
and $57,938,752 at December 31, 2013 and December 31, 2012, respectively.

Money market mutual funds reflected in special deposits were carried at fair value with the related
investment income reported in Other Income. The cost of securities sold is based on the specific .
identification method. The fair value of money market mutual funds is determined by reference to
currently available market prices and, as such, is considered Level 1. There were no unrealized gains or
losses recognized on this portfolio during 2013 or 2612. These funds were used for construction in 2013.

Fair Value Measurements of Assets and Liabilities — The accounting guidance for Fair Value
Measurements and Disclosures establishes a fair value hierarchy that prioritizes the inputs used to measure
fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (Level 1 measurements) and the lowest priority to uncbservable inputs
(Level 3 measurements). Where observable inputs are available, pricing may be completed using
comparable securities, dealer values and general market conditions to determine fair value. Valuation
models utilize various inputs that inelude quoted prices for similar assets or liabilities in active markets,
quoted prices for identical or similar assets or liabilities in inactive markets and other observable inputs
for the asset or liability.

Unameortized Debt Expense — Unamortized debt expense relates to loan origination costs incurred to

secure financing. These costs are being amortized using the effective yield method over the life of the
related loams.

11
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Asset Retirement Obligations and Asset Retirement Costs — The Companies recognize the fair value
of legal obligations associated with the retirement or removal of long-lived assets at the time the
obligations are incurred and can be reasonably estimated. The initial recognition of this liability is
accompanied by a corresponding increase in depreciable electric plant. Subsequent to the initial
recognition, the liability is adjusted for any revisions to the expected value of the retirement obligation
(with corresponding adjustments to electric plant) and for accretion of the liability due to the passage of
fime.

These asset retirement obligations are primarily related to obligations associated with future asbestos
abatement at certain generating stations and certain plant closure costs.

Balance — January 1, 2012 $19,809,316
Accretion 1,429,394
Liabilities settled {277.331)

Balance — December 31, 2012 20,961,379
Accretion ' 1,450,943
Liabilities settled (182,213)

Balance — December 31, 2013 $22,230,109

The Companies do not recognize liabilities for asset retirement obligations for which the fair value cannot
be reasonably estimated. The Companies have asset retirement obligations associated with transmission
assets at certain generating stations. However, the retirement date for these assets cannot be determined;
therefore, the fair value of the associated liability currently cannot be estimated and no amounts are
recognized in the consolidated financial statements herein.

Income Taxes — The Companies use the lability method of accounting for income taxes. Under the
liability method, the Companies provide deferred income taxes for all temporary differences between the
book and tax basis of assets and liabilities which will result in a future tax consequence. The Companies
account for uncertain tax positions in accordance with the accounting guidance for Income Taxes.

Use of Estimates — The preparation of consolidated financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the consolidated financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual resuits could differ from those estimates.

Subsequent Events — In preparing the accompanying financial statements and disclosures, the
Companies reviewed subsequent events through April 16, 2014, which is the date the consolidated
financial statements were issued.
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2. RELATED-PARTY TRANSACTIONS

Transactionns with the Sponsoring Companies during 2013 and 2012 included the sale of all generated
power to them, the purchase of Arranged Power from them and other utility systems in order to meet the
Department of Energy’s power requirements, contract barging services, railcar services, and minor
transactions for services and materials. The Companies have Power Agreements with Louisville Gas and
Electric Company, Duke Energy Ohio, Inc., The Dayton Power and Light Company, Kentucky Ultilities
Company, Ohio Edison Company, and American Electric Power Service Corporation as agent for the
American Electric Power System Companies; and Transmission Service Agreements with Louisville Gas
and Electric Company, Duke Energy Ohio, Inc., The Dayton Power and Light Company, The Toledo
Edison Company, Ohio Edison Company, Kentucky Utilities Company, and American Electric Power
Service Corporation as agent for the American Electric Power System Companies,

At December 31, 2013 and 2012, balances due from the Sponsoring Companies are as follows:

2013 2012

Accounts recelvable $31,129,486 $34,343,741

During 2013 and 2012, American Electric Power accounted for approximately 43% of operating revenues
from Sponsoring Companies and Buckeye Power accounted for approximately 18%. No other Sponsoring
Company accounted for more than 10%.

American Electric Power Company, Inc. and subsidiary company owned 43.47% of the common stock of
OVEC as of December 31, 2013. The following is a summary of the principal services received from the
American Electric Power Service Corporation as authorized by the Companies’ Boards of Directors:

2013 2012

General services $ 3.384,509 $ 3,216,482
Specific projects 10,964,133 12,746 357
Total $14,348,642 $15,962,839

General services consist of regular recwring operation and maintenance services. Specific projects
primarily represent nonrecurring plant construction projects and engineering studies, which are approved
by the Companies’ Boards of Directors. The services are provided in accordance with the service
agreement dated Decermber 15, 1956, between the Companies and the American Electric Power Service
Corporation. :

3.  COALSUPPLY

The Companies have coal supply agreements with certain nonaffiliated companies that expire at various
dates from. the year 2014 through 2017. Pricing for coal under these contracts is subject to contract
provisions and adjustments. The Companies currently have approximately 90% of their 2014 coal
requirements under confract. These contracts are based on rates in effect at the time of purchase.

13
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4. ELECTRIC PLANT

Electric plant at December 31, 2013 and 2012, consists of the following:

2013 2012

Steam production plant $2,582,429,102 $1,898,140,562
Transmission plant 76,855,762 74,777,994
General plant 12,495,791 12,699,998
Intangible 26,564 26,564
. 2,671,807,219 1,985,645,118

Less accumulated depreciation 1,182,491.224 1,115,363,691
1,489,315,995 870,281,427

Construction in progress 30,583,795 645,484 896

14

Total electric plant $1,519,899,790 $1,515,766,323

All property additions and replacements are fully depreciated on the date the property is placed in service,
unless the addition or replacement relates to a financed project. The majority of financed projects placed
in service over the past 5 years have been recorded to sieam production plant with depreciable lives
ranging from 32 to 45 years. However, as the Companies’ policy is to bill in accordance with the principal
billings of the debt agreements, all financed projects are being depreciated in line with principal payments
on outstanding debt.

BORROWING ARRANGEMENTS AND NOTES

OVEC has an unsecured bank revolving line of credit agreement with a borrowing limit of $275 million as
of December 31, 2013 and December 31, 2012. The $275 million line of credit has an expiration date of
June 18, 2015. At December 31, 2013 and 2012, OVEC had borrowed $30 million and $60 million,
respectively, under this line of credit. Interest expense related to line of credit borrowings was $634,109 in
2013 and $3,139,158 in 2012. During 2013 and 2012, OVEC incurred anmual commitment fees of
$737,792 and $412,458, respectively, based on the borrowing limits of the line of credit.
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6. LONG-TERM DEBT

The following amounts were outstanding at December 31, 2013 and 2012:

Interest
Rate 2013 2012
Senior 2006 Notes:
2006A. due February 15, 2026 580% $§ 277,326,804 $ 292,095,074
20068 due June 15, 2040 6.40 60,418,362 61,252,481
Senior 2007 Notes:
2007A-A due February 15, 2026 5.90 125,578,853 132,475,263
2007A-B due February 15, 2026 5.90 31,625,801 33,362,594
2007A-C due February 15, 2026 5.90 31,877,625 33,628,247
2007B-A due Tune 15, 2040 6.50 30,188,693 30,609,314
2007B-B due June 15, 2040. 6.50 7,602,725 7,708,654
2007B-C due June 15, 2040 6.50 7,663,261 7,770,034
Senior 2008 Notes:
2008 A due February 15, 2026 5.92 39,185,975 41,334,943
20088 due February 15, 2026 6.71 78,865,206 83,014,206
2008C due February 15, 2026 6.71 80,487,688 84,578,521
20080 due June 15, 2040 6.91 43,681,707 44,242 121
2008E due June 15, 2040 6.91 44 440,700 45,010,851
Series 2009 Notes:
2009A due February 15, 2013 1.96 - 160,000,000
Series 2009 Bonds:
2009A due February 1, 2026 0.48 25,000,000 25,000,000
20098 due February 1, 2026 0.48 25,000,000 25,000,000
2009C due February 1, 2026 0.60 25,000,000 25,000,000
2009D due February 1, 2026 0.60 25,000,000 25,060,000
2009E due October 1, 2019 5.63 100,000,000 100,000,000
Series 2010 Bonds:
2010A. due June 29, 2014 2.16 50,000,000 50,000,000
2010B due June 29, 2016 2.16 50,000,000 50,000,000
Series 2012 Bonds:
2012A due June 1, 2032 () 5.00 77,080,192 77,091,234
2012A due June 1, 2039 (a) 5.00 122,346,343 122,312,703
20128 due June 1, 2040 0.60 50,000,000 50,000,000
2012C due June 1, 2040 0.50 50,000,000 50,000,000
Series 2013 Notes:
2013A due February 15, 2018 1.67 100,000,000 -
Total debt 1,558.,369,935 1,596.486,240
Current portion of long-term debt 290,496,381 238,138,903
Total long-term debt $1,267,873,554 $1,358,347. 337

(&) 2012A Bonds are net of unamortized discount of $573,465 at Decerober 31, 2013 and $596,063 at December 31, 2012
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All of the OVEC amortizing unsecured senior notes have maturities scheduled for February 15, 2026, or
Tune 15, 2040, as noted in the previous table.

During 2009, OVEC issued $100 million variable rate non-amortizing unsecured senior notes (2009A
Notes) in private placement, a series of four $25 million varjable rate non-amortizing tax exempt poliution
control bonds (20094, B, C, and D Bonds), and $100 million fixed rate non-amortizing tax exempt
pollution control bonds (2009E Bonds). The variable rates listed above reflect the inferest rate in effect at
December 31, 2013.

The 2009 Series A, B, C, and D Bonds are secured by irrevocable transferable direct-pay letters of credit,
expiring August 12, 2016, and August 21, 2016, issued for the benefit of the owners of the bonds. The
interest rates on the bonds are adjusted weekly, and bondholders may require repurchase of the bonds at
the time of such interest rate adjustments. OVEC has entered into an agreement to provide for the
remarketing of the bonds if such repurchase is required. The 2009A, B, C, and I Series Bonds are current,
as they are callable at any time.

In December 2010, OVEC established a borrowing facility under which OVEC borrowed, in 2011,
$100 million variable rate bonds due February 1, 2040. In June 2011, the $100 million variable rate bonds
were issued as two $50 million non-amortizing pollution control revenue bonds (Series 2010A and
2010B) with initial interest periods of three years and five years, respectively.

During 2012, OVEC issued $200 million fixed rate tax-exempt midwestern disaster relief revenue bonds
(2012A Bonds) and two series of $50 million variable rate tax-exempt midwestem disaster relief revenue
bonds (2012B and 2012C Bonds). The 2012A, 2012B, and 2012C Bonds will begin amortizing June 1,
2027, to their respective maturity dates. The variable rates listed above reflect the interest rate in effect at
December 31, 2013.

The 2012B and 2012C Bonds are secured by irrevocable transferable direct-pay letters of credit, expiring
June 28, 2014, and June 28, 2015, issued for the benefit of the owners of the bonds. The interest rates on
the bonds are adjusted weekly, and bondholders may require repurchase of the bonds at the time of sueki.
interest rate adjustments. OVEC has entered into agreements to provide for the remarketing of the bonds if
such repurchase is required. The 2012B and 2012C Bonds are current, as they are callable at any fime.

In 2013, the $100 million 2009A Notes were retired on February 15, 2013, with funding from the issnance
of $100 millien 2013A variable rate non-amortizing unsecured senior notes (2013A. Notes). The 2013A
Notes mature on February 15, 2018.
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The annual maturities of long-term debt as of December 31, 2013, are as follows:

2014 5 290,496,381
2015 42,977,594
2016 95,536,872
2017 48,461,307
2018 51,460,006
20152040 1,029,437,775
Total $1,558,369,935

Wote that the 2014 current maturities of long-termu debt include $200 million of remarketable variable-rate
bonds. The Companies expect cash maturities of only $40,496,382 to the extent the remarketing agents
are snccessful in their ongoing efforts to remarket the bonds through the contractnal maturity dates in
February 2026 and June 2040.

7. INCOME TAXES

OVEC and IKEC file a consolidated federal income tax retum. The effective tax rate varied from the
statutory federal income tax rate due to differences between the book and tax treatment of various
transactions as follows:

2013 2012

Income tax expense at 35% statutory rate $ 1,076,125 $ 1,102,283

State income taxes — net of federal benefit - 549

Temporary differences flowed through to customer bills (212,144) (224,609)

Permanent differences and other 26,396 15310

Income tax provision $ 890,377 $ 893,533 -
Components of the income tax provision were as follows:

2013 2012

Current income tax (benefit)/expense $ - $ (9,609,247
Deferred income tax expense/(benefit) 890,377 10,502,780
Total income tax provision $890,377 § 893,533

OVEC and IKEC record deferred tax assets and liabilities based on differences between book and tax
basis of assets and liabilities measured using the enacted tax rates and laws that will be in effect when the
differences are expecied to reverse. Deferred tax assets and liabilities are adjusted for changes in tax rates.
The deferred tax assets recorded in the accompanying consolidated balance sheets consist primarily of the
net deferred taxes on depreciation, postretirement benefits obligation, asset retirement obligations,
regulatory assets, and regulatory liabilities.

17
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To the extent that the Companies have not reflected credits in customer billings for deferred tax assets,
they have recorded a regulatory liability representing income taxes refundable to customers under the
applicable agreements among the parties. The regulatory liability was $28,380,282 and $38,645,647 at

December 31, 2013 and 2012, respectively.

Deferred income tax assets (liabilities) at December 31, 2012 and 2011, consisted of the following:

Deferred tax assets:
Deferred revenue — advances for construction
AMT credit carryforwards
Federal net operating loss
Postretirement benefit obligation
Pension liability
Postemployment benefit obligation
Asset retirement obligations
Miscellaneous accruals
Regnlatory liability — ather
Regulatory liability — investment tax credits
Regulatory liabilify — net antitrost settiement
Regulatory liability — asset retirement costs
Regulatory liability — postretirernent benefits
Regulatory liability — income taxes refundable

to customers

Total deferred tax assets

Deferred tax liabilities:
Prepaid expenses
Electric plant
Unrealized gain/loss on marketable securities
Regulatory asset — postretirement benefits
Regulatory asset — pension benefits

Regulatory asset — unrecognized postemployment benefits

Total deferred tax liabilities
Valuation allowance

Deferred income tax assets

Current deferred income taxes
Non-current deferred income taxes

During 2013, due to trends in market factors surrounding U.S. coal-fired generation and wholesale power
prices, the Companies recorded a valuation allowance in order to recognize only those deferred tax assets

2013 2012
$ 8,110,780 $ 6,789,730
2,574,572 2,574,572
61,312,280 9,392,878
14,770,267 28,748,763
1,684,610 9,207,805
728,074 875,010
7,785,586 7,340,209
2,131,262 2,742,592
1,288 943 ;
1,188,372 1,188,204
638,789 638,700
6,703,602 4,983,191
10,283,147 _
13,856,458 13,844,317
133,056,742 88,325,971
(679,165) (622,408)
(85,468227)  (29,477,415)
(3,580,925) (5,616,658)
- (463,906)
(2,991,742)  (10,701,897)
(728,074) (875,010)
(93,448,133) (47,757,294
(10,195,362) ;
$ 29413247  $ 40,568,677
$ 9,980,768  $ 18,302,793
19,432,479 22,265,884

that are more likely than not of realization through the end of the ICPA contract term in 2040.
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The accounting guidance for Income Taxes addresses the determination of whether the tax benefits
claimed or expected to be claimed on a tax return should be recorded in the financiat statements. Under
this guidance, the Companies may recognize the tax benefit from an uncertain tax position only if it is
more likely than not that the tax position will be sustained on examination by the taxing authorities, based
on the technical merits of the position. The tax benefits recognized in the financial statements from such a
position are measured based on the largest benefit that has a greater than fifty percent likelihood of being
realized upon ultimate settlement. The Companies have not identified any uncertain tax positions as of
December 31, 2013 and 2012, and accordingly, no liabilities for uncertain tax positions have been
recognized.

On March 23, 2010, President Obama signed into law the Patient Protection and Affordable Care Act (the
PPAC Act). The PPAC Act is a comprehensive health care reform bill that includes revenue-raising
provisions of nearly $400 billion over 10 years through tax increases on high-income individuals, excise
taxes on high-cost group health plans, and new fees on selected health-care-related industries. In addition,
on March 30, 2010, President Obama signed into law the reconciliation measure, which modifies certain
provisions of the PPAC Act.

An employer offering retiree prescription drug coverage that is at least as valuable as Medicare Part D
coverage is currently entitled to a federal retiree drug subsidy. Employers can currently claim a deduction
for the entire cost of providing the prescription drug coverage even though a portion of the cost is offset
by the subsidy they receive. However, the PPAC Act repealed the current rule permitting a deduction of
the portion of the drug coverage expense that is offset by the Medicare Part D subsidy. This provision of
the PPAC Act as modified by the reconciliation measure is effective for taxable years beginning after
December 31, 2012. As the law has been in effect for 2013, there is no additional adjustment in 2013 or
going forward.

During 2013 and 2012, the passage of the PPAC Act resulted in a reduction of the postemployment
benefits deferred tax asset of approximately $0 and $80,000 and a reduction to the related regulatory
Hability (income taxes refundable to customers) of approximately $0 and $80,000, respectively.

The Companies file income tax returns with the Internal Revenue Service and the states of Ohio, Indiana,
and the Commonwealth of Kentucky. The Companies are no longer subject to federal tax examinations
for tax years 2007 and earlier. The Companies are currently under audit by the Internal Revenue Service
for the tax years ended December 31, 2008 through December 31, 2012. The Companies are no longer
subject to State of Indiana tax examinations for tax years 2007 and earlier. The Companies are no longer
subject to Ohio and the Commonwealth of Kentucky examinations for tax years 2006 and earlier.

8. PENSION PLAN, OTHER POSTRETIREMENT AND POSTEMPLOYMENT BENEFITS

The Companies have a noncontributory qualified defined benefit pension plan (the Pension Plan) covering
substantially all of their employees. The benefits are based on years of service and each employee’s
highest consecutive 36-month compensation period. Employees are vested in the Pension Plan after five
years of service with the Companies.

Funding for the Pension Plan is based on actuarjally determined contributions, the maximvm of which is
generally the amount deductible for income tax purposes and the minimum being that required by the
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Employee Retirement Income Security Act of 1974 (ERISA), as amended. The full cost of the pension
benefits and related obligations has been allocated to OVEC and IKEC in the accompanying consolidated
financial statements. The allocated amounts represent approximately a 57% and 43% split between QVEC
and IKEC, respectively, as of December 31, 2013, and approximately a 57% and 43% split between
OVEC and IKEC, respectively, as of December 31, 2012. The Pension Plan’s assets as of December 31,
2013, consist of investments in equity and debt securities.

In addition to the Pension Plan, the Companies provide certain health care and life insurance benefits
{Other Postretirement Benefits) {or retired employees. Substantially all of the Companies’ employees
become eligible for thiese benefits if they reach retirement age while working for the Companies. These
and similar benefits for active employees are provided through employer funding and insurance policies.
In December 2004, the Companies established Voluntary Employee Beneficiary Association (VEBA)
trusts. In Yanuary 2011, the Companies established an IRC Section 401(h) account under the Pension Plan.

All of the trust funds® investments for the pension and postemployment benefit plans are diversified and
managed in compliance with all laws and regulations. Management regularly reviews the actual asset
allocation and periodically rebalances the investments to targeted allocation when appropriate. The
investments are reported at fair value under the Fair Value Measurements and Disclosures accounting
guidance.

All benefit plan assets are invested in accordance with each plan’s investment policy. The investment
policy outlines the investment objectives, strategies, and target asset allocations by plan. Benefit plan
assets are reviewed on a formal basis each quarter by the OVEC/IKEC Qualified Plan Trust Committee.

The investment philosophies for the benefit plans support the allocation of assets to minimize risks and
optimize net returns.

Investment strategies include:

e Maintaining a long-term investment horizon.
Diversifying assets to help control volatility of returns at acceptable levels.
« Managing fees, fransaction costs, and tax liabilities to maximize investment earnings.
« Using active management of investments where appropriate risk/return opportunities exist.
» Keeping portfolio structure style neutral to limit volatility compared to applicable benchmarks.
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The target asset allocation for each portfolio is as follows:

Pension Plan Assets Target

Domestic equity 15.0 %
International and global equity 15.0
Fixed income 70.0
VEBA Plan Assets Target
Domestic equity 20.0 %
International and global equity 20.0
Fixed income 57.0
Cash 3.0

Each bepefit plan contains various investment limitations. These limitations are described in the
investment policy staiement and detailed in customized investment guidelines. These investment
guidelines require appropriate portfolio diversification and define security concentration limits. Each
investment manager’s portfolio is compared to an appropriate diversified benchmark index.

Equity investment limitations:

e No security in excess of 5% of all equities.
Cash equivalents must be less than 10% of each investment manager’s equity portfolio.
Individual securities must be less than 15% of each manager’s equity portfolio.

» No investment in excess of 5% of an outstanding class of any company.
No securities may be bought or sold on margin or other use of leverage.

Fixed Income Limitations — As of December 31, 2013, the Pension Plan fixed income allocation
consists of managed accounts composed of U.S. Government, corporate, and municipal obligations. The
VEBA benefit plans’ fixed income allocation is composed of a variety of fixed income managed accounts
and mutual funds. Investment limitations for these fixed income funds are defined by manager prospectus.
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Cash Limitations — Cash and cash equivalents are held in each trust to provide liquidity and meet short-
term cash needs. Cash equivalent funds are used to provide diversification and preserve principal. The
undeslying holdings in the cash funds are investment grade money market instruments, including money
market mutual fonds, certificates of deposit, treasury bills, and other types of investment-grade short-term
debt securities. The cash funds are valued each business day and provide daily liquidity. Projected Pension
Plan and Other Postretirement Benefits obligations and funded status as of December 31, 2013 and 2012,
are as follows:

Other Postretirement
" Pension Plan Benefits
2013 2012 2013 2012
Change in projected benefit obfigation:
Projected benefit obligation — beginming
of year $195,007.159 $192,294,158 $190,323,891 $171.866,123
Service cost 6,825,230 7,050,258 7,375,556 6,411,493
Iuterest cost 8,357,208 8,383,604 8,180,654 7,442 065
Plan participants” contributions - - 979,846 908,758
Benefits paid (4,289.481) (3,536,952) {5.067.593) {4,449 852)
Net actuarial (gain)/loss (23,604,558) (9,114,566} (39,654,091) 7,821,460
Medicare subsidy - - 300,508 323,844
Plan amendments (3,173,345) - 305,374 -
Expenses paid from assets (75,251) {69,383) - -
Projected benefit obligation — end
of year 179,046,962 195,007,159 162,744,143 190,523,891
Changg in fair value of plan assets:
Fair value of plan assets — beginning
of year 164,445,834 141,371,363 108,226,268 94,948,011
Actual return on plan assets 4,000,880 21,180,806 9,279,474 10,538,257
Expenses paid from assets {75.,251) (69,383) - -
Employer contributions 6,422,687 $,500,000 6,852,241 5,957,250
Plan participants® contributions - - 979,846 508,758
Medicare subsidy - - 300,508 323,844
Benefits paid (4,289,481} (3,536,952) (5,067,595) (4,449,852)
Fair value of plan assets — end
of year 170,504,669 164,445,834 120,570,742 108,226,268
{Underfinded) status — end of year $ (8,542.293)  § (30,561,325) $(42,173401)  § (82.097,623)

See Note ! for information regarding regulatory assets related to the Pension Plan and Other
Postretirement Benefits plan.

On December 8, 2003, the President of the United States of America signed into law the Medicare
Prescription Drug, Improvement and Modemization Act of 2003 (the Act). The Act introduced a
prescription drug benefit to retirees as well as a federa] subsidy to sponsors of retiree health care benefit
plans that provide a prescription drug benefit that is actuarially equivalent to the benefit provided by
Medicare. The Companies believe that the coverage for prescription drugs is at least actuarially equivalent
to the benefits provided by Medicare for most current retirees because the bepefits for that group
substantially exceed the benefits provided by Medicare, thereby allowing the Companies to qualify for the
subsidy. The Companies’ employer contributions for Other Postretiremnent Benefits in the above table are
net of subsidies received of $300,508 and $323,844 for 2013 and 2012, respectively. The Companies have
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accounted for the subsidy as a reduction of the benefit obligation detailed in the above table. In June 2013,
the Companies converted the prescription drug program for retirees over the age of 65 to a group-based
company sponsored Medicare Part D program, or Employer Group Waiver Plan, or EGWP. Beginning in
June 2013, the Companies use the Part D subsidies delivered through the EGWP each year to reduce net
company retiree medical costs. Accordingly, the Companies no longer receive subsidies directly from the
Medicare program and no subsidies have been included in the benefit obligation.

The accumulated benefit obligation for the Pension Plan was $156,748,676 and $167,595,378 at
December 31, 2013 and 2012, respectively.

Components of Net Periodic Benefit Cost— The Companies record the expected cost of Other
Postretirement Benefits over the service period during which such benefits are earned.

Pension expense is recognized as amounts are confributed to the Pension Plan and billed to customers. The
accumulated difference between recorded pension expense and the yearly net periodic pension expense, as
calculated under the accounting guidance for Compensation — Retirement Benefits, is billable as a cost of
operations under the ICPA when confributed to the pension fund. This accumulated difference has been
recorded as a regulatory asset in the accompanying consolidated balance sheets.

Other Postretirement

Pension Plan Benefits
2013 2012 2013 2012
Service cost $ 6,825,230 $ 7,050,298 $ 7.375,556 $ 6,411,493
Interest cost 8,357,208 8,383,604 8,180,654 7,442,065
Expected return on plan assets (9,088,934) (8,522,609) (5,562,089) (5,516,937)
Amortization of prior service cost 189,437 189,437 (385,000) (379,000}
Recognized actuarial loss 428,567 2,086,365 1,828,893 1,577,730

Total benefit cost § 6,711,508 $ 9,187,095 $11,438,014 $ 9,535,351

Pension and other postretirement benefits
expense recognized in the consolidated
statements of income and retained eamings and
billed to Sponsoring Companies under the ICPA ~ § 6,422,687 $ 5,500,000 $ 5,400,000 $ 5,500,000
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2013

Domestic equity mutual funds

Commen stock - domestic

Jpternational and global equity mutual funds
International and global private investment funds
Cash equivalents

U.S. Treasury securities

Corporate debt securities

Municipal debt securities

Total fair value

2012

Domestic equity

Intemational and global equity
Cash equivalents

U.8. Treasury securities
Corporate debt securities
Municipal debt securities

Total fair value

The following table presents the classification of Pension Plan assets within the fair value hierarchy at
December 31, 2013 and 2012:

Fair Value Measurements at

Reporting Date Using

Quoted Prices Significant
in Active Other Significant
Market for Observable Unobservable
Identical Assets inputs inputs
{Levef 1) (Level 2) (Level 3)
$ 16,572,985 $ - h -
8,480,137 - -
24,557 818 - -
- 5,102,504 -
5,211,961 - -

- 7,505,362 -

- 94,537,258 -

- 8,536,644 -
$ 54,822.901 $115,681,768 $ -
§ 23,558247 5 - 3 -

17,292,251 8,550,837 -
4,924,712 - -

- 6,804,928 -

- 92,091,492 -

- 1,223,367 -
$ 45,775,210 $ 118,670,624 b -
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The following table presents the classification of VEBA and 401(h) account assets within the fair value

hierarchy at December 31, 2013 and 2012:

Fair Value Measurements at

Reporting Date Using

Quoted Prices Significant
in Active Other Significant
Market for Observable Unobservable
identical Assets Inputs Inputs

2013 (Level 1) (Level 2) (Level 3}
Domestic equity mutual funds $ 40,105,729 b3 - $ -
International and global equity mutual funds 22,737,909 - -
International and global private Investment funds - 4,267,427 -
Fixed income mutual funds 33,485,886 - -
Fixed income securities - 13,940,290 -
Cash equivalents 6,033,501 - -
Total fair value $ 102,363,025 $18.207.717 $ -
2012
Pomestic equity mutual funds $ 21,360,870 ) - 3 -
International and global equity 22,601,305 - -
Fixed income mutual funds 48,177,536 - -
Fixed income securities - 13,581,890 -
Cash equivalents 2,504,667 - -
Total fair value $ 94,644,378 $13,581,890 b3 -

Pension Plan and Other Posiretirement Benefit Assumptions — Actoarial assumptions used fo
determine benefit obligations at December 31, 2013 and 2012, were as follows:

Pension Plan Other Posiretirement Benefits

2013 2012 2013 2012
Medical Life Medical Life
Discount rate 515 % 429 % 520% 520% 4.40% 430%
Rate of compensation increase 3.00 3.00 N/A 3.00 N/A 3.00
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Actuarial assumptions used to determine net periodic benefit cost for the years ended December 31, 2013
and 2012, were as follows:

Pension Plan Other Postretirement Benefits

2013 2012 2013 2012
Wedical Life Medical Life
Discount rate 429 % 4.40 % 440 % 430% 440% 440%
Expected long-term retun on
plan assets i : 5.50 6.00 495 5.75 5.60 6.50
Rate of compensation increase 3.00 4.00 N/A 3.00 N/A 4.00

In selecting the expected long-term rate of return on assets, the Companies considered the average rate of
earnings expected on the funds invested or to be invested to provide for plan benefits. This included
considering the Pension Plan and VEBA trusts’ asset allocation, as well as the target asset allocations for
the future, and the expected refurns likely to be earned over the life of the Pension Plan and the VEBAsS.

Assumed health care cost trend rates at December 31, 2013 and 2012, were as follows.

2013 2012
Health care trend rate assumed for next year — participants under 65 7.50 % 8.00 %
Health care trend rate assumed for next year — participants over 65 7.50 3.00
Rate to which the cost trend rate is assumed to decline (the ultimate
trend rate) — participants under 65 5.00 5.00
Rate to which the cost trend rate is assumed to decline (the ultimate
trend rate) — participants over 65 5.00 5.00
Year that the rate reaches the vitimate trend rate 2019 2019

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care
plans. A one-percentage-point change in assumed health care cost trend rates would have the following
effects: ' '

One-Percentage
Point Decrease

One-Percentage
Point increase

§ 3,631,271
28,284,656

$ (2,784,708)
(22,171,247)

Effect on total service and interest cost
Effect on postretirement benefit obligation

Pension Plan and Qther Postretirement Benefit Assets — The asset allocation for the Pension Plan and
VEBA trusts at December 31, 2013 and 2012, by asset category was as follows:

Pension Plan VEBA Trusts
2013 2012 2013 2012
Asset category:
Equity securities 32% 30 % 42 % 41 %
Debt securities 68 70 58 59
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Pension Plan and Other Postretirement Benefit Contributions — The Companies expect to contribute
$6,600,000 to their Pension Plan and $7,759,496 to their Other Postretirement Benefits plan in 2014.

Estimated Future Benefit Payments — The following benefit payments, which reflect expected future
service, as appropriate, are expected to be paid:

Other
Years Ending Pension Postretirement
December 31 Plan Benefits
2014 $5,416,910 $5,923,496
2015 ' 6,126,992 6,300,880
2016 7,042,389 6,852,055
2017 7,848,396 7,425,451
2018 8,664,325 7,890.713
Five years thereafter 56,948,180 47,510,450

Postemployment Benefits — The Companies follow the accounting guidance in Compensation — Non-
Retirement Postemployment Benefits and accrue the estimated cost of benefits provided to former or
inactive employees after employment but before retirement. Such benefits include, but are not limited to,
salary continuations, supplemental unemployment, severance, disability (inchuding workers’
compensation), job training, counseling, and continuation of benefits, such as health care and life
insurance coverage. The cost of such benefits and related obligations has been allocated to OVEC and
IKEC in the accompanying consolidated financial statements. The allocated amounts represent
approximately a 56% and 44% split between OVEC and IKEC, respectively, as of December 31, 2013,
and approximately a 45% and 55% split between OVEC and IKEC, respectively, as of December 31,
2012. The liability is offset with a comesponding regulatory asset and represents unrecognized
postemployment benefits billable in the future to customers. The accrued cost of such bepefits was
$2,078,864 and $2,498,759 at December 31, 2013 and 2012, respectively.

Defined Contribution Plan — The Companies have a trustee-defined contribution supplemental pension
and savings plan that includes 401(k) features and is available to employees who have met eligibility
requirements. The Companies’ contributions to the savings plan equal 100% of the first 1% and 50% of
the next 5% of employee-participants® contributions. Benefits to participating employees are based solely
upon amounts contributed to the participants’ accounts and investment earnings. By its nature, the plan is
fully funded at all times. The employer contributions for 2013 and 2012 were $1,956,546 and $1,942,045,
respectively.

9.  ENVIRONMENTAL MATTERS

Title IV of the 1990 Clean Air Act Amendments (CAAAS) required the Companies to reduce sulfur
dioxide (SO,) emissions in two phases: Phase I in 1995 and Phase If in 2000. The Companies selected a
fuel switching strategy to comply with the emission reduction requirements. The Companies also
purchased additional SO, allowances. Historically, the cost of these purchased allowances has been
inventoried and included on an average cost basis in the cost of fuel consumed when used.
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Title IV of the 1990 CAAAs also required the Companies to comply with a nitrogen oxides (NO,)
emission rate limit of 0.84 lb/mumBtu in 2000. The Companies installed overfire air systems on all eleven
units at the plants to comply with this limit. The total capital cost of the eleven overfire air systems was
approximately $8.2 million.

During 2002 and 2003, Ohio and Indiana finalized respective NO, State Implementation Plan {(SIP) Call
regulations that required further significant NO, emission reductions for coal-burning power plants during
the ozone control period. The Companies installed selective catalytic reduction (SCR) systems on ten of
their eleven wunits to comply with these rules. The total capital cost of the ten SCR systems was
approximately $355 million.

On March 10, 2005, the United States Environmental Protection Agency (the U.S. EPA) issued the Clean
Air Interstate Rule (CAIR) that required further significant reductions of SO, and NO, emissions from
coal-burning power plants. On March 15, 2005, the U.S. EPA also issued the Clean Air Mercwry Rule
(CAMR) that required significant mercury emission reductions for coal-burning power plants. These
emission reductions were required in two phases: 2009 and 2015 for NO,; 2010 and 2015 for SO,; and
2010 and 2018 for mercury. Ohio and Indiana subsequently firalized their respective versions of CAIR
and CAMR. In response, the Companies determined that it would be necessary to install flue gas
desulfurization (FGD) systems at both plants to comply with these pew rules. Following completion of the
necessary engineering and perrnitting, construction was started on the new FGD systems.

In February 2008, the D.C. Circuit Court of Appeals issued a decision which vacated the federal CAMR,
and remanded the rule to the U.S. EPA with a determination that the rule be rewritten under the maximum
achievable control technologies (MACT) provision of Section 112(d) of the Clean Air Act. A group of
electric utilities and the U.S. EPA requested a rehearing of the decision, which was denied by the Court.
Following those denials, both the group of electric utilities and the U.S. EPA requested that the
U.S. Supreme Court hear the case. However, in February 2009, the U.S. EPA withdrew its request and the
group of utilities’ request was denied. These actions left the original court decision in place, which
vacated the federal CAMR and remanded the mle to the U.S. EPA with a determination that the rule be
rewritten under the MACT provision of Section 112(d) of the Clean Air Act. The U.S. EPA has
subsequently written a replacement rule for the regulation of coal-fired utility emissions of mercury and
other hazardous air pollutants. This replacement rule was published in the Federal Register on
February 16, 2012, and it is referred to as the Mercury and Air Toxics Standards (or MATS) rule. The rule
became final on April 16, 2012, and OVEC-IKEC must be in compliance with MATS emission limits by
April 15, 2015. Management expects that, with the SCRs and FGD systems fuily functional, OVEC-IKEC
will be able to meet the emissions requirements outlined in the Mercury and Air Toxics Standards
(MATS) rule by the April 15, 2015, compliance deadline.

In Tuly 2008, the D.C. Cizcunit Court of Appeals istued a decision that vacated the federal CAIR and
remanded the rule to the U.S. EPA. In September 2008, the U.S. EPA, a group of electric utilities and
other parties filed petitions for rehearing. In December 2008, the D.C. Circuit Court of Appeals granted
the U.S. EPA’s petiiion and remanded the rule to the U.S. EPA without vacatur, allowing the federal
CAIR to remain in effect while a new rule was developed and promulgated. Following the remand, the
U.S. EPA promulgated a replacement rule to CAIR. This new rule is called the Cross-State Air Poilution
Rule (CSAPR) and it was issued on July 6, 2011, and it was scheduled to go into effect on January 1,
2012. However, on December 30, 2011, the D.C. Circuit Court issued an indefinite “stay” of the CSAPR
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rule until the Court considered the numerous state, trade association, and industry petitions filed to have
the rule either stayed or reviewed. The Court also instructed the U.S. EPA to keep CAIR in place while
they considered the nmumerous petitions. On August 21, 2012, in a 2-1 decision, the D.C. Circuit Court
vacated the CSAPR rule and ordered the U.S. EPA to keep CAIR in effect until a CSAPR replacement
rule is promulgated. The U.S. EPA and other parties filed a petition seeking rehearing before the entire
D.C. Circuit Court on October 5, 2012. That petition was denied by the D.C. Circuit Court on January 24,
2013; however, the U.S. Solicitor General petitioned the U.S. Supreme Court to review the D.C. Circuit
Cowrt’s decision on CSAPR in March of 2013, and the Supreme Court granted that petition in June of
2013. Oral arguments were presented before the Supreme Court in December of 2013, and we now await
a decision from the Supreme Court. That decision is expected to be issued in the summer of 2014. In the
interim, CAIR will remain in effect.

The first Kyger Creek plant FGD system became fully operational in November 2011 and the second FGD
system began operation in February 2012, Clifty Creek’s two FGD scrubbers were placed into service in
March and May of 2013. As a result, OVEC-IKEC is positioned to meet the anticipaied reductions in SO,
and NO, emissions that are required under the CSAPR rule if the U.S. EPA vitimately prevails on ifs
appeal and the rule is reinstated. Alternatively, OVEC-IKEC is also positioned to meet comparable
emissions reductions that may be required by an equivalent replacement rule if the D.C. Cireunit Court
decision is ultimately upheld and the U.S. EPA is required to develop a replacement rule.

Additional SO, and NOy allowances were purchased to operate the Clifty Creek generating units to
comply with the reinstated CAIR environmental emission rules during the 2012 compliance period. With
the Kyger Creek FGD and the Clifty Creek FGD systems now fully operational, and with the 10 SCR
Systems operational at both plants, management did not need to purchase additional SO, allowances in
2013; however, there were limited NQ, purchases and there may be a need to purchase limited NO,
allowances in 2014 and beyond.

Now that all FGD systems are fully operational, QVEC-IKEC expects to have adequate SO, allowances
available without having to rely on market purchases if the CSAPR rules are upheld in their cwrrent form;
however, additional NO, allowances or additional NO, controls may be necessary for Clifty Creek Unit 6
either under a reinstated CSAPR rule or any promulgated replacement rule.

On November 6, 2009, the Companies received a Section 114 Information Request from the U.S. EPA.
The stated purpose of the information request was for the U.S. EPA to obtain the necessary information to
determine if the Kyger Creek and Clifty Creek plants have been operating in compliance with the Federal
Clean Air Act. Attommeys for the Companies subsequently contacted the U.S. EPA and established a
schedule for submission of the requested information. Based on this schedule, all requested information
was submitted to the U.S. EPA by March §, 2010,

In late December 2011, OVEC-IKEC received a letter dated December 21, 2011, from the U.S. EPA
requesting follow-up information. Specifically, the U.S. EPA asked for an update on the status of the FGD
scrubber projects at both plants as well as additional information on any other new emissions controls that
cither have been installed or are planned for installation since the last submittal we filed on March 8,
2012. This information was prepared and filed with the U.S. EPA in late January 2012. In the fall of 2012,
following an on-site visit, the U.S. EPA made an informal request that OVEC-IKEC provide the agency
with a monthly email progress report on the Clifty Creek FGD project until both FGD systems are
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operational in 2013. As of this date, the only communication OVEC-IKEC has had with the U.S. EPA
related to either the original Section 114 data submittal or the supplemental data filing made in 2011 are
the monthly email progress reports. Those monthly email progress reports were discontinued once the
second of the two FGD scrubbers at Clifty Creek was placed into service in May of 2013.

FAIR VALUE MEASUREMENTS

The accounting guidance for Financial Instruments requires disclosure of the fair value of certain financial
instruments. The estimates of fair value under this guidance require the application of broad assumptions
and estimates. Accordingly, any actual exchange of such financial instruments could occur at vatues
significantly different from the amounts disclosed. As cash and cash equivalents, current receivables,
current payables, and line of credit borrowings are all short term in nature, their carrying amounts
approximate fair value.

OVEC utilizes its trustee’s external pricing service in its estimate of the fair value of the underlying
investments held in the benefit pian trusts and investment portfolios. The Companies’ management
Teviews and validates the prices utilized by the trustee to determine faly vatue. Equities and fixed income
securities are classified as Level 1 holdings if they are actively traded on exchanges. In addition, mutual
funds are classified as Level 1 holdings because they are actively traded at quoted market prices. Certain
fixed income securities do not trade on an exchange and do not have an official closing price. Pricing
vendors calculate bond valuations vsing financial models and matrices. Fixed income securities are
typically classified as Level 2 holdings because their valuation inputs are based on observable market
data. Observable inputs used for valuing fixed income securities are benchmark yields, reported trades,
broker/dealer quotes, issuer spreads, bids, offers, and economic events. Other securities with
model-derived valuation inputs that are observable are also classified as Level 2 investments. Investments
with unobservable valuation inputs are classified as Level 3 investments.

As of December 31, 2013 and 2012, the Companies held certain assets that are required to be measured at
fair value on a recurring basis. These consist of investments recorded within special deposiis and long-
term investments. The special deposits consist of money market mutual funds restricted for use on certain
projects. The investments consist of money market mutual fonds, equity mutual funds, and fixed income
municipal securities. Changes in the observed trading prices and liquidity of money market funds are
monitored as additional support for determining fair value, and unrealized gains and losses are recorded in
eammings.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Companies believe their
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in a
different fair value measurement at the reporting date,
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Long-Term Investments — Assets measured at fair value on a recurring basis at December 31, 2013 and

2012, were as follows:
Fair Value Measurements at
Reporting Date Using
Quoted Prices Significant

in Active Other Significant
Market for Observable Unobservable
Identical Assets Inputs Inputs

2013 {Level 1) {Level 2} {Level 3)
Equity mutual funds $24,795,074 $ - b -
Fixed income municipal securities - 88.696,555 -
Cash equivalents 3,615,039 - -
Total fair vale $28,410,113 $ 88,696,555 $ -
2012
Equity mutuaj funds $21,192,480 b - 3 -
Fixed income municipal securities - 96,088,024 -
Cash equivalents 61,009,960 - -
Total fair value $82,202,440 $96,088,024 $ -

Long-Term Debt-— The fair values of the senior notes and fixed rate bonds were estimated using
discounted cash flow analyses based on cumrent incremental borrowing rates for similar types of
borrowing arrangements. These fair values are not reflected in the balance sheets.

The fair values and recorded values of the senior notes and fixed and variable rate bonds as of
December 31, 2013 and 2012, are as follows:

2013 2012
Fair Value Recorded Value Fair Value Recorded Value
Total $1,684,165,978 $1,558,369,935 $1,848,202,504 $ 1,596,486,240

LEASES

OVEC has entered into operating leases to secure railcars for the transportation of coal in connection with
the fuel switching modifications at the OVEC and the IKEC generating stations. OVEC has railcar lease
agreements that extend to as long as December 31, 2025, with options to exit the leases under certain
conditions. OVEC also has various other operating leases with other property and equipment. During
2013, OVEC terminated certain railcar lease agreements, which resulted in lease termination costs of
$3,497.300. As of December 31, 2013, OVEC had billed Sponsor Companies $3,126,003 resulting in a
balance of $371,297 that will be recovered from the Sponsor Companies within the next 12 months. This
amount is recorded in current regulatory assets (see Nofe 1) and is not included in the lease payments
below.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012
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The amount in property under capital leases is $2,793,119 with accumulated depreciation of $905,642 and
$460,693 as of December 31, 2013 and 2012, respectively.

Future minimum lease paymenis for capital and operating leases at December 31, 2013, are as follows:

Years Ending

December 31 Operating Capital
2014 $1,072,266 $ 677,352
2015 814,895 528,396
2016 13,081 264,693
2017 - 216,247
2018 - 137,643
Thereafter - 499,596
Total future minimum lease payments $1,900,242 2,324,427
Less estimated interest element ' 549,901
Estimated present value of future minimum Jease payments $1,774,526

The annual operating lease cost incurred was $1,862,319 and $3,310,227 for 2013 and 2012, respectively,
and the annual capital lease cost incurred (depreciation expense) was $593,456 and $437,084 for 2013 and
2012, respectively.

COMMITMENTS AND CONTINGENCIES

The Companies are party to or may be affected by various matters under litigation. Management believes
that the ultimate outcome of these matters will not have a significant adverse effect on either the
Companies® future results of operation or financial position.

* k ok ok ok %




OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Ohio Valley Electric Corporation:

We have audited the accompanying consolidated financial statements of Ohio Valley Electric Corporation and
its subsidiary company, Indiana-Kentucky Electric Corporation (the “Companies™), which comprise the
consolidated balance sheets as of December 31, 2013 and 2012, and the related consolidated statements of
income and retained eamings and cash flows for the years then ended, and the related notes to the consolidated
financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from materjal misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our andits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
conseolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to frand
or error. In making those risk assessments, the auditor considers internal confrol relevant to the Companies’
preparation and fair presentation of the consolidated financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Companies’ internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of the Companies as of December 31, 2013 and 2012, and the resuits of their operations and
their cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America,

DELOITTE & TOUCHE LLP

Desme F Tousle 1P

April 16, 2014
33



OHIO VALLEY ELECTRIC CORPORATION
AND SUBSIDIARY COMPANY

OVEC PERFORMANCE—A 56-YEAR COMPARISON

Net Generation (MWh)

Energy Delivered (MWh) to:
DOE
Sponsors

Maximum Scheduled (MW) by:
DOE
Sponsors

Power Costs to:

DOE
Sponsors

Awverage Price (MWh):
DOE
Sponsors
Operating Revenues
Operating Expenses
Cost of Fuel Consumed
Taxes (federal, state, and local)
Payroll

Fuel Bumed (tons)

Heat Rate (Btu per kWh,
pet generation)

Unit Cost of Fuel Burned
{per mmBtw)

Equivalent Availability (percent)
Power Use Factor (percent)

Employees (year-end)

2013

10,471,693

195,470
10,304,107

33
2,160

$9,282,000
$671,648,000

$47.483
$65.183
$675,649,000
$594,742,000
5311,900,000
$12,312,000
$63,175,000

4,958,872

10,715

5278
73.9
75.05

781

2012

10,514,762

207,692
106,340,568

36
2,165

$9,097,000
$650,027,000

$43.802
$62.862
$670,819,000
$599,891,000
$302,926,000
$11,659,000
$61,907,000

5,290,009

10,581

$2.72
78.9
69.40

228

2011

14,468,168

253,157
14,199,025

3%
2,247

511,643,000
$722,153,000

$45.993
$50.859
$716,938,000
$653,696,000
$397,543,000
$12,059,000
$57,141,000

7,310,107

10,467

$2.63
83.0
89.61

810

2010

14,634,079

249,139
14,421,180

39
2,223

$11,207,000
$671,671,000

$44.984
$46.575
$690,687,000
$618,790,000
$358,507,600
$11,208,000
$55,609,000

7,506,530

10,310

$2.38
810
92.82

733

2009

15,260,922

264,664
15,069,699

39
2,212

$11,451,000
$632,506,000

$43.266
$41.972
$648,593,000
$584.881,000
$329.448,000
$12,298,000
$56,589,000

7,900,894

10,299

§2.1¢
816
96.29
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OHIO VALLEY ELECTRIC CORPORATION

AND SUBSIDIARY COMPANY
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! NICHOLAS K. AKINS, Columbus, Ohio
Chairman, President and Chief Executive Officer
American Electric Power Company, Inc.
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PATRICK W. O°'LOUGHLIN, Columbus, Ohio
Senior Vice President and Chief Operating Officer
Buckeye Power Generating, LLC
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Name af Respondent gﬂs R; g 2] Eﬁte gf R\gport Year/Period of Report
nginal y .
Ohio Vahiey Electric Corporation (2; = A Resgbmissm (1 D gf) Endof  2008/04

SALES FOR RESALE {Account 447)

1. Report all sales for resale (i.e., sales to purchasers other than uliimate consumers) transacted on a seitlement basis other than
power exchanges during.the year. Do not report exchanges of electricity ( 1.e., transactions invelving a balancing of debits and credits
for energy, capacity, etc.) and any setilements for imbalanced exchanges on thls schedule. Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).

2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
‘ownership interest or affiliation thé respondent has with the purchaser.
3. In column (b}, enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
| RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service In its syslem resource planning). in addition, the rellablllty of reqmrements service must
be the same as, or second only fo, the supplier's service to its own ultimate consumers.
LF - for tong-term senvice. "Long-term® means five years or Longer and *firm” means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service). This category should not be used for Long-term fim service which meets the
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the confract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.

IF - for intermediate-term flrm service. The same as LF service except that "tatermediate-term™ means longer than one year but Less
than five years.
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is
one year of less,

LU - for Long-tenm service from a designated generating unit. "Long-term® means five years or Longer. The availability and reliability of |
service, aside from transmission constraints, must match the availability and reliability of designated unit.

IU - for intermediate-term service from a designated generating unit. The same as LU service excepi that "itermediate-term™ means
Longer than one year but Less than five years.

Line Name of Company or Public Authority Sé?;j:;ii;?‘ Sf:ﬁzccliﬂza;? Moﬁ{hel? ﬁling e Actual Demand (m?a .
No. (Footnote Affiliations) cation Tard Number Demand (MW)  [Monthly N{:ag?)emaml Monthly TP Deman
(a) i (b} {© (d) {e) U]

1
2 | American Electric Power Eastern Op. Co. OS FPC1-B NA NA NA
3 | Appalachian Power Company 0s FPC1-B NA NA| NA
4 | Buckeye Power Generating, LLC 0s FPC1B NA NA NA
5 | The Cincinnati Gas & Eiectric Company QS FPC1-B i NA NA| NA|
8 | Columbus Southemn Power Company 0s FPC1-B NA| NA NA
7 | The Dayton Power and Light Company s . FPC1-B NA NA NA
8 |FirstEnergy Generation Corporation 0S FPC1-B NA NA NA|
9 |indiana Michigan Power Company 0s FPC1-8 NA) NA| NA
10 | Kentucky Utilities Company 05 FPC1-B NA NAl NA
11 | Louisville Gas and Eleciric Company 0s FPC1-B NA] NA/ NA
12 | Monongahela Power Company [913] FPC1-B NA| NA| NA
13 | Ohio Power Company 08 FPC1-B NA) NA NA)
14 | Southem Indiana Gas & Electric Company |08 FPC1-B NA NA] NA
Subfotal RQ 0 : 0 0
Subtotal non-RQ R 0 0 0
Total 0 0 ¢

FERC FORM NO. 1 (ED. 12-80) ' Page 310




) ) . (1) An Original Mo, Da, Yr
Ohio Valley Electric Corporation 2) A Resgbmission g 2{31[2009) End of 2009/Q4

SALES FOR RESALE {Account 447)

1. Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settiement basis other than
power exchanges during the year. Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.} and any seitlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the
Purchased Power schedule (Page 326-327). .
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser,
3. Incolumn (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected ioad for this service in its system resource planning). In addition, the reliability of requirements service must
be ihe same as, or second only o, the supplier's semvice 10 its own ultimate consumers.
LF - for tong-term service. "Long-term” means five years or Longer and "firm* means that service cannot be interrupted for economic
reasons and is intended to remain refiable even under adverse conditions (e.g., the supplier must attempt fo buy emergency energy
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.

IF - for intermediate-term firm service. The same as LF service except that "intermediate-term™ means longer than one year but Less
than five years.
SF - for shori-term firm service, Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
.U - for Long-term service from a designated generating unit. "Long-ferm” means five years or Longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
JU - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term” means
Longer than one year but Less than five years.

Name of Respondent This od Is: Date of Report Year/Period of Report
||

erne Name of Company or 'Pl..ubhc Authority Sé?;lss;:;al sljil:i :za;c: M ;\l\g{? ?Iling veraA:tual Demand {r::ga _
0: {Fooinote Affiiations) cation Tarf Number Demand (MW}  [Monthly NCP Demand Monthly CPgDemand
(a) | ® (©) @ (¢) y]
1 & NA NA| NA| NA|
2
3
4
5
6
7
g
9
10
11
12
13
| 14
Subtotal RQ a 0 0
™ | subtotat non-Re 3 5 "
Total D 0 o

FERC FORM NO. 1 (ED. 12-90}) Page 310.1




Name of Respondent '[:Ihis Reportls: i Eﬁ{i’e of Report Year/Period of Report
Ohio Valley Eletric Corporation G B o ssion s e Y1) Endof _ 2000/04

SALES FOR RESALE {Account 447) (Conlinusd)

OS - for other service. use this category only for those services which cannof be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year, Describe the nature
of the: service in a footnote,

AD - for Qui-of-period adjustrnent Use this code for any accounting adjustments or "true-ups” for service provided in prior reporting
years, Provide an explanation in a footnote for each adjustment. .

4. Group requirements RQ sales together and report them starting at line number one. After fisting all RQ sales, entfer "Subtotal - RQ"
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in colurnn (a) after this Listing. Enter
"Total" in column {a) as the Last Line of the schedule. Report subiotals and total for columns (9) through (k}

5. In Column (c}, identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or fariffs under
which service, as identified in column (b}, is provided.

6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in eolumn (d), the average monthly non-coincident peak (NCP) demand in column {e}, and the average
monthiy coincident peak (CP}

demand in column {f). For all other types of service, enter NA in columns (d), (e) and {f). Monthly NCP demand is the maximum
metered hourly {80-minute integrafion) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak. Pemand reported in columns (e} and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.

7. Report in column (g) the megawatt hours shown on bills rendered to the purchaser.

8. Report demand charges in column (h), energy charges in column {i), and the total of any other types of charges, including
out-of-period adjustments, in column {j). Explain in a footrote all components of the amount shown in column (j). Reportin column (k) |
the fotal charge shown on bills rendered to the purchaser.

9. The data in column {g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule. The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23. The "Subtotal - Non-RQ™ amount in column (9) must be reporled as Non-Requirements Sales For Resale on Page
401,iine 24.

10. Fooinote entries as required and provide explanations following ali required data.

REVENUE ;
Megav;z:;mm Demand$Charges Energy( g)harges Other(%larses T&ﬂﬁ) nglxe
© & 0 @ (W
1
2
2,529,260 47,549,824 55,331,709 102,881,533f 3
2,133,113 45,488,498 "46,722,844 92,211,342 4
1,119,652 27,275,234 24,432 011 51707,245] &
716,124 13,456,782 15,666,349 20122131 6
743,801 " 14,849,849 16,257,881 31077300 7
2,110,717 43,913,656 ‘ 45,997,401 89,911,057 8
1,265,083 23,790,065] 27,675,651 51,465,726 9
369840 7,576,454 _ 8,084,413 : 15,660,867 10
832,805 17,062,174 18,206,442 35263618 11
542,306 10,607,038 14,859,243 22486278 12
2,497,234 46,943,708 54,631,228 101,574,938 13
200,674 4,645,872 4,582,923 9,128,705) 14
0 0 0 0 0
15,069,699 307,604,075 © 329,448,105 0 637,142,180
- 15,069,699 307,694,075 320,448,105 0 637,142,180

FERC FORM NO. 1 (ED. 12-90) Page 311
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Name of Respondent ?‘1?;':5 Rx p th 13 el ?ﬁm Bf R%oﬁ Year/Period of Repo
. . . . n Lngina o, Da, YT, 2010/Q4
Ohio Valley Electric Corporation @) l:l A Resubmission 12/31/2010 End of

SALES FOR RESALE (Account 447)

1. Report ali sales for resale (i.e., sales to purchasers other than ultimate consumers) fransacted on a settiement basis other than
power exchanges during the year. Do not report exchanges of electricity { i.e., transactions invoiving a balancing of debits and credits
for energy, capacity, efc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reporied on the
Purchased Pawer schedule {Page 326-327).

2. Enter the name of the purchaser in column (a). Do note abbreviate or fruncate the name or use acronyms. Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.

3. In column (b), enler a Statisiical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis {i.e., the
supplier includes projected load for this service in its system resource planning). in addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.

LF - for tong-term service. “Long-term” means five years or Longer and “firm” means that service cannof be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions {e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the
definition of RQl service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.

IF - for intermediate-term firm service. The same as LF service except that "intermediate-term™ means longer than one year but Less
than five years,

SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is
one year or less.

LU - for Long-term service from a designated generating unit. "Long-term” means five years or Longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.

IU - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term” means
Longer than one year but Less than five years.,

Line Name of Company or Pubfic Authority Statistical FERC Rate " cfmﬁl?%%ling A Ac‘;tual Demand (MW}
No. (Footnote Affiiations) Classie | Sehedleor. Demand (MW} | Monthly NGB Demand Monthhy SeiSemand
(@) | ® © ) © 0)

1 o)
7| American Electric Power Eastem Op. Co.  |OS FPC1-B NA| NA NA
3 | Appalachian Power Company 0s FPC1-B NAJ NA NA
4 | Buckeye Power Generating, LLC 0s FPC1-B NA] NA NA
5 | The Cincinnati Gas & Electric Company os FPC1-B NA| NA NA
& | Columbus Southem Power Company Q08 FPC1-B NAJ NA NA
7 | The Paylon Power and Light Company oS FPC1-B NA, NA NA
8 [ FirstEnergy Generation Corporation o5 FPC1-B NAl NA NA
9| Indiana Michigan Power Company 0s FPC1-B NAJ Nal NA
10 | Kentucky Utilities Company 05 FPC1-B NA] NA| NA,
11 | Louisville Gas and Electric Company oS FPC1-B NAJ NA NA
12 | Monongahela Power Company os FPC1-B NA NA NA
13 | Ohic Power Company 0s FPC1-B N NA| MA
14 | Southemn Indiana Gas & Electic Company (0} FPC1-B NA NA| NA|
Subtatal RQ ‘ 0f 0 0
Subtotal ron-RQ 0 1] G
'i'otal 0 0 0

FERC FORM NO. 1 (ED. 12-90} Page 310




Name of Respondent H;ls Rert IS l Pl\?le Sf R$p)ort Year/Period of Report
. . IX]An Original o, Da, YT, 2010/G4d
Ohio Valley Electric Corporation 2) [ JAResubmission 12/31/2010 End of

SALES FOR RESALE (Account 447)

1. Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year. Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settiements for imbalanced exchanges on this schedule. Power exchanges must be reported on the
Purchased Power schedule {(Page 326-327).

2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownetship interest or affiliation the respondent has with the purchaser.

3. In cotumn (b}, enter a Statistical Classification Code based on the originai contractual terms and conditions of the service as follows:
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongeing basis (i.e., the
supplier includes projected load for this service in its system resource planning). In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.

LF - for tong-term service. "Long-term” means five years or Longer and “firm” means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract definad as the
earliest date that either buyer or setter can unilaterally get out of the contract.

{F - for intermediate-term firm service. The same as LF service except that "intermediate-ferm” means longer than one year but Less
than five years.

SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is
one Year or less.

LU - for Long-term service from a designated generating unit. "L.ong-term" means five years or Longer. The availability and reliability of
seivice, aside from transmission constraints, must match the availability and reliability of designated unit.

IV - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term™ means
Longer than one year but Less than five years.

Line Name of Companiy or Public Authori Statistical FERC Rate Average Actua] Demand (MW)
No. (Foom;:)teifﬁliaﬁons) " Cﬁgig" T%%"}feﬂﬂ;gér ggr?grllbé (ﬂ% Month@\ﬁglg?)emam Momh'?;%rl%g[%emand
(@) (b) (c} (@ {e) 0
18 NA NA NA NA
2
3
4
5
8
7
8
g
10
1
12
13
14
Subtotal RQ 0 0 0
Subtetal non-RG 0 D 4]
_'i'otal o o 0

FERC FORM NO. 1 {ED. 12-90) Page 310.1



. . . 1 An Original (Mo, Da, Y1) 2010/Q4
Oio Valley Electric Corporation @) [ ]A Resubmission 12/31/2010 Endof __2010/Q4

SALES FOR RESALE {Account 447} (Centinued}

OS - for other service. use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature
of the service in a footnote.

AD - for Out-of-period adjustmenti. Use this code for any accounting adjustments or *irue-ups” for service provided in prior reporting
years. Provide an explanation in a footnote for each adjustment.

4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ"™
in column (@), The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in column {a) after this Listing. Enter
"Total" in column {a) as the Last Line of the schedule. Report subtotals and total for columns (9} through (k)

5. In Column (¢}, identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b}, is provided.

6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e}, and the average
monthly coincident peak (CP)

demand in column (f). For all other types of service, enter NA in columns (d), (e) and (f}. Monthly NCP demand is the maximum
metered hourly (60-minute infegration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute
integration} in which the supplier's system reaches its monthly peak. Demand repoited in columns (e) and (f) must be in megawatts.
Footnote ahy demand not stated on a megawatt basis and explain.

7. Reportin column (g} the megawait hours shown on bills rendered to the purchaser.

8. Report demand charges in column (h), energy charges in column (i}, and the total of any other types of charges, including
out-of-period adjustments, in column (j). Explain in a footnote all components of the amount shown in column (J). Report in column (k)
the total charge shown on bills rendered to the purchaser.

8. The data in column {g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last ine of the schedule. The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23. The "Subtotal - Non-RQ™ amount in column (g) must be reported as Non-Requirements Sales For Resale on Page

401 jine 24,

10. Footnate enfries as required and provide explanations following all required data.

Name of Respondent This ort Is: Date of Report Year/Period of Report
L]

MegaWatt Hours REVENUE Tolal (§) Line
Sk Dermand Charges Erergy Charges O Charges bk No.
{9 {h) i 1) (k)

1
842,002 14,836,759 15,309,528 30,146,287, 2
2,254,119 48,135,403 56,004,744 105,140,147 3
1,983,887 41,532,728 49,994,397 91,527,125] 4
1,140,728 28,184,744 28,263,945 56,448,689, 5
638,259 13,904,474 15,857,742 29,762,216 6
798,376 15,345,027] 19,900,202 35,245,229 7
1,650,873 36,013,838 41,075,745 77,089,584 8
1,127,782 24,583,360; 28,020,664 52,604,024 9
373,224 7,829,095 9,285,939 17,115,034 10
840,516 17,631,123 20,912,327 38,543,450 1
553,245 10,860,734 13,788,918 24,740652] 12
2,225,394 48,509,075 55,291,099 103,800,174 13
192,685 4,697,457, 4,802,194 9,489,651 14

0 0 0 0 0

14,421,180 320,972,322 358,507 444 0 679,479,765

14,421,180 320,972,322 358,507,444 0 679,479,766
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Name of Respondent E;I}is R g\rt IS:' inal ?N?te Bf R\gp)o:t Year/Period of Report %
N . n ongmal 0, LA, YT, 2011/04

Ohlo Valley Electric Corporation @) D_A Resubmission 1273172011 End of E

SALES FOR RESALE {Account 447)

1. Report ali sales for resale (i.e., sales to purchasers other than ultimate consumers) fransacted on a settlement basis other than
power exchanges during the year. Do not report exchanges of electricity { i.e., transactions involving a balancing of debifs and credits
for energy, capacity, efc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the
Purchased Power schedule (Page 326-327). .
2, Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning). In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service fo its own ulimate consumers.
LF - for tong-term service. "Long-term® means five years or Longer and "firm” means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions {e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service}. This category should not be used for Long-term firm service which meets the
definition of RQ service. For all transactions identified as LF, provide in a footnofe the termination dale of the contract defined as the
earliest date that either buyer or setier can unitaterally get out of the contract.

IF - for intermediate-tenm firm setvice. The same as LF service except that "intermediate-term” means longer than one year but Less
than five years.
SF - for shori-term firm service. Use this category for all firm services where the duration of each period of commitment for sarvice is
one year or [ess,
LU - for Long-term service from a designated generating unit. "_ong-term" means five years or Longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and refiability of designated unit.
IU - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

Line Name of Company or Public Authority Statist{cal FERC Rate Moﬁgg{agﬁ“n - Actual Demand {Mw)
o, {Footnote Affiliations) Céi%?,'nﬂ‘ e Demand (MW Monmiyvlsrcalg%emanc Mont}@%ggsemand
{a) A 1l ® {c) {d) {e) )

1 (BT
2 | Ametican Electric Power Eastem Op. Co. (015 FPC1-B NAJ NA NA
3 | Appalachian Power Company O3 FPC1-B NA] NA) NA;
4 | Buckeye Power Generating, LLC os FPC1-B NA NA NA
5{The Cinclnnati Gas & Eleclric Company 0s - FPC1-B NA| NA NA
8 | Columbus Southem Power Company (8233 FPC1-B NA] NA] NA|
7 | The Dayton Power and Light Company 0s FPC1-B NAJ NA NA
8 | FirstEnergy Generation Corporation 0s FPC1-B NA NA| NA
¢ tindiana Michigan Power Company 08 FPC1-B NA NA| NA
10 { Kentucky Utilities Company Qs FPC1-B NA| INA NA|
11 |Louisville Gas and Electric Company 0s FPC1-B NA] NA| NA|
12 |Monongahela Power Company OS FPC1-B NA NA NA
13 | Ohio Power Company oS FPC1-B NA NA NA
14 { Peninsuia Generation Cooperative 0s FPC1-B NA, NA] NA]
Subtotat RQ 0 0 0
Subtotal non-RQ v 0 0
Total 0 0 0

FERC FORM NO. 1 {ED. 12-90) Page 310




Name of Respondent g;h)is Re OAR JCSJ: il ggte Bf R$p)ort Year/Period of Report
i i i nrigina 0, Da, ¥, ;  2011/Q4
Ohic Valley Electric Corporation @ [:; A Resubmission 12/31/2011 End of

SALES FOR RESALE (Account 447)

1. Report ali sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a setflement basis other than
power exchanges during the year. Do not report exchanges of electricity ( Le., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on thls schedule. Power exchanges must be reported on the
Purchased Power schedule {Page 326-327).

2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.

3. In column (b}, enter a Stafisticai Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongeing basis (i.e., the
supplier includes projected load for this service in its system resource planning). In addition, the rehabuhty of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.

LF - for tong-term service. "Long-term” means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain refiable even under adverse conditions {e.g., the supplier must atternpt to buy emergency energy
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which mests the
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilateratly get out of the contract.

IF - for intermediate-term firm sevvice, The same as LF setvice except that “intermediate-term” means longer than one year but Less
than five years.
SF - for short-term firm service. Use this category for all firm services where the duratlon of each period of commitment for service is
one year or less.

LU - for Long-term service from a designated generating unit. "Long-term” means five years or Longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.

JU - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term™ means
Longer than one year but Less than five years.

Line | Name of Company of Public Authority | Statistical| ~ FERC Rate Montiy Bl s Doend (V)
No. (Footnote Afiliations) Gasar ] Taouess: Demarid (Miv]  |Monthly NGP Demand Montiy CedSemand
{a} (b} {c} (d) (e) H
1 | Southem Indiana Gas & Electric Company |08 FPC1-B NA] NA NA
2 NA
3
n
5
6
7
8
)
10
Y
12
13
14
Subtotal RQ 0 0 0
Subtotal non-RQ 0 0 4]
'i‘otal [ 0 0

FERC FORM NO. 1 (ED. 12-90) Page 310.1




Name of Respondent 1;11}15 Re%rt |8 inal %E]lte Bf R&port Year/Period of Report
Ohio Valley Electric Corporation gz) A“Re:sg:;ssm {12;’:,;1 o1 1” Endof  2011/Q4

SALES FOR RESALE {Accaunt 447) {Confinued)

Q8 - for other service. use this category only for those services which cannot be placed in the above-defined categories, such as afl
non-fim service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature
of the service in a footnote.

AD - for Out-of-period adjustment. Use this code for any accounting adjustments or "true-ups” for service provided in prior reporting
years. Provide an expianation in a footnote for each adjustment.

4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ"
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in column (a) after this Listing. Enter
"Total” in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k)

5. In Column {c), identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b}, is provided.

6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly {or Longer) basis, enter the
average monthly billing demand in column (d}, the average monthiy non-coincident peak {NCP) demand in column {e), and the average
maonthly coincident peak (CP)

demand in column (f}. For all other types of service, enter NA in columns (d), (e} and (f). Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a menth. Monthly CP demand is the metered demand during the hour (60-minute
integration} in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (f) must be in megawatts,
Footnote any demand not stated on a megawatt basis and explain.

7. Report in column (9} the megawatt hours shown on bills rendered to the purchaser.

8. Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column {§). Explain in & footnote all components of the amount shown in column (j). Report in column (k)
the total charge shown on bills rendered to the purchaser.

9. The data in column {g) through (k} must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule, The "Subtotal - RQ" amount in column (g} must be reported as Requirements Sales For Resale on Page
401, line 23. The “Subtotal - Non-RQ" amaount in column {g} must be reported as Non-Requirements Sales For Resale on Page

401 iine 24.

10. Footnote enfries as required and provide explanations following ali required data.

REVENUE
Megav;i; Hours Demanz:ls;charges Energy(g)harges Other {(é?arges T{‘;ﬁ: _‘g) L;;:
)] h G} i)} {k)

1
1,219,265 31,442,987 34,286,883 65,729,870 2
2,249,442 50,931,352 63,002,363 113,933,715 3
1,383,656 ' 26,986,863 38,580,287 65,576,150 4
1,071,027 29,214,925 29,853,768 £9,068,693 5
636,802 14,412,696 17,835,156 32,247,852 6
785,405 15,905,904 22,039,684 37,945,588 7
£98,400 15,743,598 19,553,461 35,297,059 8
1,125,434 25,481,907, 31,521,239 ) 57,003,146 9
348,111 8,115,257, 9,742,049 17.857,306; 10
783,957 18,275,559 21,939,410, 40,214,9680 11
520,148 11,361,360 14,574,006 25,835,366) 12
2,220,691 50,282,132 62,197,469 112,479,801 13
959,275 21,586,582 26,861,713 48,448,295 14

0 4] 0 0 0

14,199,025 307,751,566 397,543,208 0 705,294,774

14,199,025 307,751,566 397,543,208 0 705,294,774

FERC FORM NO. 1 (ED. 12-90} Page 311
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PENGAD 800-631-6269

MName of Respondent '(I’1n)is R;%Trtl |8'-_ inal Dh?te Bf R$port Year/Period of Report
. . . riginal o, Da, YT
OQhio Valley Electric Corporation @) A Resgbmission gz /311201 2) End of 2012/1Q4
SALES FOR RESALE ({Account 447).

1. Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year. Do not report exchanges of electricity { i.e., transactions involving a balancing of debits and credits
for energy, capacity, efc.) and any sstflements for imbalanced exchanges on this schedule. Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).

2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownership interest or, affiliation the respondent has with the purchaser.
3. In column {b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service. Requirements service is service which the supplier plans 1o provide on an ongoing basis {i.e., the
supplier includes projected load for this service in its system resource planning). In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service. "Long-ferm” means five years or Longer and "firm" means that service cannot be interrupted for economic
reascns and is intended to remain reliable even under adverse conditions (2.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service). This category should not ba used for Long-term firm service which meets the
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.

IF - for intermediate-term firm senvice. The same as LF service except that “intermediate-term” means longer than one year but Less
than five years.

SF - for short-term firm service. Use this category for aff fim services where the duration of each period of commitment for service Is
one year or less.

LU - for Long-term service from a designated generating unit. "Long-term” means five years or Longer. The avaitability and refiability of
service, aside from transmission constraints, must match the availability and reliability of designated unit,

{U - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

Line Name of Company or Public Authority Statistical FERC Rate Moﬁr\]\tﬁra %"ng . Actual Demand (MW)
Na. {Foatnote Affiliations) C(';ga?,'ﬂ‘ T%%‘??ﬁ?},%ﬁé, Deman‘t(i {MW) Monwyvﬁ@g%emanc Momrﬁ;%la?ggemand
(a) ‘ (b) (c) &) (e} (0
1|NOTE 1 L R

2 { Appalachian Power Company 05 FPC1-B NA| NA| NA
3 | Buckeye Power Generating, LLC 05 FPC1B NA, NA NA|
4 {The Cincinnati Gas & Electric Company 0s FPC1-B NA NA NA|
5 {Columbus Southem Power Company Qs FPC1-B NA| NA NA
6 | The Dayton Power and Light Company (o]] FPC1-B NA NA| NA|
7 | FirstEnergy Generation Corporation 08 FPC1-B NA| NA] NA,
8 | Indiana Michigan Power Company oS FPC1-B NA NAL - NA
9 | Kentucky Utilities Company 05 FPC1-B NA) NA| NA.
10 | Louisville Gas and Electric Company 0s FPC1-B NA NA, NA
11 | Monongahela Power Company os FPC1-B MNA/ NA NA
12 | Chio Power Company 08 FPC1-B NA| NA| NA
13 {Peninsula Generation Cooperative Qs FPC1-B NA NA| NA

14 | Southern Indiana Gas & Electric Company 08 FPC1-B
Subtotal RO . 0; 0 0
Subtotal non-RQ 0 0 o
Total 0 0 0

FERC FORM NQO. 1 (ED. 12-90) Page 310

EXHIB

il
T€




Name of Respondent '(l';;is Report lcs): inal Pﬁte Bf RYep}ort Year/Period of Report
. " [X]An Original 0, Da, YT, End of 2012/04
Ohlo Valiey Electric Corporation @) I_l A Resubmission 12/31/2012 ndof &M%

SALES FOR RESALE {Account 447}

1. Report all sales for resale (i.e., sales to purchasers other than ultimate consumers}) transacted on a setilement basis other than
power exchanges during the year. Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any seftlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).

2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.

3. In column (b}, enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning). In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.

LF - for tong-term service. "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended fo remain refiable even under adverse conditions {e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the
definition of RQ: service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or sefter can unilaterally get out of the confract.

IF - for intermediate-term firm service. The same as LF service except that "intermediate-term” means longer than one year but Less
than five years.
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is
one year or less. :

LU - for Long-term service from a designated generating unit. "Long-term” means five years or Longer. The availability and reliability of
service, aside from fransmission constraints, must match the availability and relfability of designated unit.

1L - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term™ means
Longer than one year but Less than five years.

' | T isti FERC Rate Avera Actual Demand (MW
| oy || St | SR o o] o
@ (b) {c) {d) {e) ()
1{%ee foolnote. - . B NA
2
3
4
5
6
7
8
9
10
11
12
13
[ 14
Subfotal RQ o 5 >
Subtotal non-RQ o 0 5
i‘oial o p o

FERGC FORM NO, 1 (ED. 12-90} Page 310.1
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"I Name of Respondent

This Report Is: Date of Report
{1 An OCriginal {Mo, Da, Y1)
{2) [ ]A Resubmission 12/31/2012

Year/Pericd of Report

Ohio Valley Electric Corporation End of 2012/Q4

SALES FOR RESALE {Account 447} (Continueg)

OS - for other service. use this category only for those services which cannct be placed in the above-defined categories, such as all
non-fimm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature
of the service in a footnote.

AD - for Out-of-period adjustment. Use this code for any accounfing adjustments or “true-ups™ for service provided in prior reporting
years. Provide an explanation in a footnote for each adjustment.

4. Group requirements RQ safes together and report them starting at line number one. After lisfing all RQ safes, enfer "Subfofal - RQ"
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in column (a) after this Listing. Enter
"Total" in column {a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k)

5. In Column (c), identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b}, is provided.

6. Forrequirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak {NCP} demand in column {e}, and the average
monthly coincident peak (CP}

demand in celumn (f). For all other types of service, enter NA in columns (d}, (e) and {(f}. Monthly NCP demand is the maximum
metered hourly (60-minute integration} demand in a month. Monthly CP demand is the metered demand during the hour {60-minute
integration} in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and {f) must be in megawatts.
Footnote any demand not stated on a megawait basis and explain.

7. Report in column (g) the megawatt hours shown on bills rendered to the purchaser.

8. Report demand charges in column {h), energy chargss in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (). Explain in a footnote all components of the amount shown in column (j). Report in column (k)
the total charge shown on bills rendered to the purchaser.

9. The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule. The "Subtotal - RQ" amount in column (g) must be reporied as Requirements Sales For Resale on Page
401, line 23. The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sates For Resale on Page
401.iine 24.

10. Footnote entries as required and provide explanations following all required data.

MegaWalt Hours REVENUE Total ($) Line
Sald Demand Charges Energy( $C;harges Other(%larges (i) No.
(@) (h) (i} ) (k)

1
1,537,023 54,460,202 44,985,934 99,446,136] 2
1,973,171 62,478,243 57,798,069 120,277,212) 3
750,581 31,238,121 21,895,364 53,234,485 4
434,951 15,411,300 12,730,244 28,141,544 5
622,491 17,007,966 18,265,553 35273519 6
488,486 16,834,416 14,632,346 31,466,762 7
768,978 27,247,456 22,506,621 49,754,077 8
304,231 8,677,534 8,921,499 17,599,033 ©
685,135 19,541,806 20,091,414 39,633,220, 10
376,183 12,148,547 11,035,677 23,184,224 W
1,617,436 83,765,999 44,412,665 98,178,664 12
692,479 23,082,240, 20,280,139 43,362,379] 13
179,423 5,206,520 5,269,272 10,475,792, 14

0 0 0 0 0

10,340,568 358,796,254 302,925,697 a 661,721,951

10,340,568 358,796,254 302,925,697 0 661,721,951

FERC FORM NO. 1 (ED. 12-90) Page 311




Narse of Respondent g!;és R p oAn IS nal ggte Bf Re ) it Year/Period of Report
. ) . n Origina 0, Ja, Y 2013/Q4
Chic Valley Electric Corporation (@) [ A Resubmission 123112013 End of

SALES FOR RESALE (Account 447)

1. Reporl all sales for resale (i.e., sales to purchasers ather than ultimate consumers) fransacted on a settlement basis other than
power exchanges during the year. Do not report exchanges of eleciricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, efc.) and any setflements for imbatanced exchanges on this schedule., Power exchanges musi be reported on the
Purchased Power schedule (Page 326-327).

2. Enter the name of the purchaser in column (a). Do note abbreviale or truncate the name or use acronyms. Explain in a foctnote any
ownership interest or affiliation the respondent has with the purchaser,

3. In column (b), enter a Statislical Classificalion Code based on the original coniractual terms and conditions of the service as follows:
RQ - for requirementls service. Requirements service js service which the supplier plans fo provide on an ongoing basis {i.e., the
supplier includes projected lcad for this service in its system resource planning). In addition, the refiabllity of requirements service must
be the same as, or second only to, the suppller's service to its own ullimate consumaers.

LF - for tong-term seivice. "Long-term” means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service}. This category should not be used for Long-term firm service which meets the
definition of RQ service. For all fransactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract,

iF - for intermediate-term firm service. The same as LF setvice except that "intermediate-ferm” means longer than one year but Less
than five years.

SF ~ for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is
one yaar or less,

LU} - for Long-term service from a designated generating unit. "Long-ierm" means five years or Longer. The availability and reliability of
service, aside from transmission constrainls, must match the availability and reliability of deslgnated unit,

IU - for intermediate-term service from & designated generating unit. The same as LU service except that "intermediate-term® means
Longer than one year but Less than five years.

Lire Name of Company or Public Authority Sé‘?”s“,cai FERC Rate M égﬁlra & - Afe:tual Demand (MW)
No. (Feotncte Affliations) il I A o Demand (W) [Monthly NGP Deman: Mom,ﬁ;eésgsemand
(a) (b (c) {d} e} (fy

1|NOTET :
2 |Appalachian Power Company 0S8 FPC1-B NA,| NA NA,
3 | Buckeye Power Generating, LLC Qs FPC1i-B NA NA NA,
4 { The Cincinnali Gas & Elecklc Company 0s FPC1-B NA NA NA
5 | Columbus Southern Power Company 08 FPC1-B NA NA NA
6 | The Dayton Power and Light Company 08 FPC1-B NA| NA) NA
7 { FirsiEnergy Generation Corporation 0s FPC1-B NA NA NA
8 |Indiana Michigan Power Company os FPC1-B MA NA| NA
4 | Kentucky Utititles Company Qs FPC1-B NA NA NA
10 § Louisville Gas and Electric Company as FPCi-B NA/ NA WA
11 {Monongahela Power Company 08 FPC1-B NA& NA NA
12 [ Chio Powser Company Q5 FPC1-B N& NA NA
13 | Peninsula Generation Cooperative 0s FPC1-B NA NA NA
14 | Southern Indians Gas & Electric Company [0S FPC1.B NA| NA NA
Subtotal RQ 0 0 ¢
Subtotal non-RQ y 0 0
Total 0 0 0
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Name of Respondent '(This Report is’ I Dw?te Bf Re )ort Year/Period of Report
. ) ) 1r  IX]An Origina Mo, Da, Yr
Ghie Valley Electric Corporation @) A Resubmission 12/31/2013 End of 2013704

SALES FOR RESALE {Account 447)

1. Repori all sales for resale {i.e., saies 1o purchasers other than ultimate consumers) tranisacted on a setilement basis other than
power exchanges during the year. Do nol report exchanges of electicily ( i.e., ransactions involving a balancing of debits and credits
for energy. capacily, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reporied on the
Purchased Power scheduie {Page 326-327).

2. Enter the name of the purchaser in column (aj. Do note abbreviate or truncate the name or use acronyms. Explain in a footniote any
ownership interest cor affiliation the respondent has with the purchaser.

3. In column (b}, enter a Statistical Classification Code based on the ¢riginal confractual terms and conditions of the servics as follows:
RQ - for requirements service. Requirements service is service which the suppiler plans to provide on an ongeing basis {.e., the
supplier includes projected load for this service in ifs system resource planning). In additlon, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers,

LF - for tong-lerm service. "Long-term” means five years or Longer and “firm" means that senvice cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt o buy emergency energy
from third parties fo maintain deliveries of LF service}. This calegory should not be used for Long-term firm service which meets the
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.

IF - for intermediate-term firm service. The same as LF service except that "intermediate-term” means longer than ohe year bul Less
than five years,

8F - for short-{erm firm servica. Use this category for all irm services where the duration of sach period of commitment for service is
onhe year or less,

LU - for Long-term service from a designated generaiing unit. "Long-term” means five years or Longer. The availabiiity and reliability of
service, aside from transmission constrainis, must maich the availability and reliability of designated unit.

{U - for Intermediate-term service from a designated generaling unit. The same as LU service except that “infermediate-term” means
Longer {han one year but Less than five years.

Line Name of Company or Pubiic Authority Statistical FERC Rate M Q}*ﬁ{; ?mng — A;tuar Demand (M)
No. (Footnote Affiliations) oclggsoﬁ] T%??feﬁﬂﬁé’er; Demared (MW} Monlhly‘ﬁ (? ® omand Month‘?y\!ecr?’gsemand
{8) (b} {c} {d) fed ()
1 {See footnote RO NA
2
3
4
5
6
7
e
g
10
11
12
13
14
:~.
Subtotel RQ 0 0 ¢
Subtotal non-RQ 0 0 [+
Total @ g 0
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: An Orlgi .Da, Y
Ohio Valley Eiectric Gorporation g; R e Endof _ 2013/Q4

SALES FOR RESALE (Accolnt 447) (Gontinued)

QS - for other service. use this category only for those services which cannol be placed in the above-defined categeries, such as ail
non-firm setvice regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature
of the se/vice in a footnote.

AD - for Qut-of-period adjustment. Use this code for anpy accounting adjustments or “true-ups® for service provided in prior reporiing
years. Provide an explanation in a footnote for each adjustment.

4. Group requirements RQ sales together and report them starling at line number one. After Iisting all RQ sales, enter “Subtotal - RQ"
in column {a). The remaining sales may then be listed in any order, Enter "Subtotal-Non-RQ" in colump {a) afier this Listing. Enter
"Total” in column (a) as the Last Line of the schedule. Report sublotals and total for calumns (9} through (k)

5. In Column (c). identify the FERC Rate Schedule or Tariff Number. On separale Lines, List all FERC rate schedules or tariffs under
which service, as identified in column {b}, is provided.

8. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly {or Longer) basis, enter the
average monthly billing demand in column (d}, the average manthly non-coincident peak {NCP) demand in column (e), and the averags
monthly coincident pesk {CP)

demand in column {f. For all other types of service, enter NA In columns {d), (e} and (B. Monthly NCP demand is the maximum
metered hourly {60-minute intagration) demand in a month. Monthly CP demand is the metered demand during the hour (0-minute
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (g} and (f) must be in megawatis.
Footnote any demand not stated on a megawatt basis and explain.

7. Reportin column {(g) the megawatt hours shown on bilfs rendered to the purchaser.

8. Report demand charges in column {h}, energy chargss in column (i), and the total of any other types of charges, including
out-of-period adjustmeants, in column (). Explain in a footnote all components of the amount shown in column (). Report in column (k)
the total charge shown on bills rendered to the purchaser.

8. The data in column {g) through {k} must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then fotaled on
the Last -line of the schedule. The "Subtotal - RQ" amount in column (g) must be reporied as Requiremenis Sales For Resale on Page
401, ling 23. The "Subtotal - Non-RQ" amount in column {g} must be reported as Non-Requirements Sales For Resale on Page

401 iine 24,

10, Footnole entries as required and provide explanations following ail required data.

Name of Respondent This o:t ts: Date of Repoert Year/Period of Report
X
n

MegaWatt Hours REVENUE | Line
Soid Bemnd Gharges Freray Charges Otfer Charges T(Orfiiof(]? No.
(% ;
() (h) 0] b (&)

3
1,562,977 586,444,394 47 287,766 103,732,180 2
1,951,529 64,754,563 £5,086.600 123,841,163 3
801,522 32,377,281 24,218,341 56,595,622 4
442,298 15,972,792 13,381,700 20,354,492 5
619,674 17,527,631 18,792,038 36,419,670] 6
618,133 17,447,757 15,606,323 331440800 7
781,964 28,240,184 23,658,265 51,803,445 8
262,623 8,993 589 7.950,999 16,953,688 9
591,430 20,253,788 17,925,025 3817981y 10
373,052 12,591,165 11,301,356 23892521 1
1,543,055 58,724,900 46,685,026 102,409,928 12
686,352 23,92%,214] 20,768,840 44.692.054] 13
169,498 5,396,214 5,137,715 10,533,929 12

0 -5.275.862 0 0 -5,279.862

10,304,107 359,747 572 311,899,995 0 671,647,567

10,304,167 354,467,710 311,895,995 0 868,367,705

FERC FORM NQ. 1 (ED. 12-30) Page 311




Year
2013

2012
2011
2010

2009

Summary of OVEC Sales to Duke Energy-Ohio

{Source: QVEC FERC Form 1 Reporting)

MWH

801,522

750,581

1,071,027

1,140,728

1,119,652

Demand

$32,377,281
$31,239,121
$29,214,925
$28,184,744

$27,275,234

Energy
$24,218,341

$21,995,364
$29,853,768
$28,263,946

$24,432,011

Total
Charges
$56,595,622
$53,234,485
$59,068,693

$56,448,690

$51,707,245

Charge
per MWH
$70.61
$70.92
$55.15

$49.48

$46.18



