AMERICA FIRST HYDRO LLC

America First Hydro LLC
826 Scarsdale Ave
Scarsdale, NY 10583

October 15, 2018

Kennebunk Light & Power District
4 Factory Pasture Lane
Kennebunk, ME 04043

To the Board,

America First Hydro LLC (AFH) proposes to operate and maintain the Kennebunk Light & Power District
(KLPD) hydroelectric facilities. This proposal represents an opportunity for KLPD to focus on providing
power while letting AFH understand and develop the three facilities beyond the expected relicensing in
2022. The ultimate goal of this proposal is for AFH to own and upgrade the equipment to its
specifications.

Moreover, by understanding the equipment, flows, and operations better, AFH can better adapt to
relicensing and at the same time provide a cost savings to KLPD of approximately $210,000 (based on
current operations) for the next four years. This savings is calculated by taking the 2018 cost of
production of $0.13/kWh to produce, multiplied by 1,500 MWh/yr (6,000 MWh total) minus the
$95/MWh PPA over the four year period.

This document provides guidelines for discussion.
Proposal

e AFH proposes to operate the three hydroelectric facilities currently under KLPD until the license
can be transferred to AFH.

e AFH will be responsible for the following:
o Normal maintenance of the equipment;
o Regulatory updates -- including all dam safety filing requirements; and,
o Operation of the three facilities in compliance with the current license.

e  KLPD will retain ownership of the dams and the license until FERC transfer the current license to
AFH. AFH proposes to seek an early transfer of license and dams to AFH upon reaching
agreement with KLPD on a PPA, ICA, and a lease/purchase agreement of the dams and
hydroelectric projects.



e Upon transfer of the current license to AFH, AFH will be 100% liable for the results of the
relicensing effort including the prospect that a new license is not issued, and the hydro plants
and dams need to be decommissioned including the possibility of FERC ordering dam removal or
the installation of fish/eel passage facilities as mitigation measures.

e AFH expects that the facilities will be in good working order and require minimal upfront
expenditures (outside of normal working capital).

o KLPD will be responsible for making all necessary civil/structural repairs as may be ordered by
FERC to the dam and the facilities prior to operation transfer.

e AFH proposes a short transition period (expected to be no more than 6 months), where KLPD
will assist in the operations to provide for a smooth transition.

e KLPD will enter into a power purchase agreement (PPA) and interconnection agreement (ICA)
with AFH.

o The PPA will consist of two periods, a 5-year period that will consist of operations prior
to a relicensing and a 10-year period that is contingent on AFH achieving a successful
relicensing. The PPA will have a rate of $95/MWh. AFH is open to the post-relicensing
contracted rate being at a market rate, provided that the PPA extends out further than
15 years total.

=  During the first 5-years, it is expected that the license will remain with KLPD.
AFH will pursue a transfer of license, but it is unknown whether or not FERC will
allow a transfer.

o An alternative is a PPA with two discrete periods (terms):

= Aninterim term that covers AFH’s takeover of operations through relicensing,
e.g., issuance of a final FERC order dispositive of relicensing and, if applicable,
compliance with any FERC order not issuing a new license for one or more of the
hydroelectric developments.

=  Asecond term commences with the issuance of a new license once the licensing
order is a final and non-appealable order applicable to one or more of the
hydroelectric developments.

Given the current costs to KLPD (S0.135518/kWh), transfer of operations to AFH immediately reduces
KLPD’s out of pocket spend and saves ratepayers money. KLPD accounts for the purchase of power from
the hydro facilities at $0.102943/kWh (see graphic below). Entering into a PPA with AFH would result in
a savings over the actual Cost Per kWh-Produced and the Cost Per kWh-Purchased. The former is what
matters to ratepayers and the utility as it is the actual cost of power.



As supported by KLPD’s feasibility reports, assessments, etc., the eventual transfer of liabilities
(surrender costs) saves ratepayers $1,482,000 (Wright Pierce Hydropower Facility Alternatives
Assessment Study page 5-14), even after factoring in the PPA costs.

Graphic 1. Kennebunk Light & Power District Hydro Statement of Activity.

Source: September 25, 2018 Board Meeting Agenda and Meeting Materials, page 24

KENNEEBUNK LIGHT & POWER DISTRICT
HYDRO STATEMENT OF ACTIVITY

Revenue August 2018 ¥TD 2018 2018 Budget
Electrical Production 3 - 5 58852 % 55,000
Total Revenue - 58,852 55,000
Expenses
Labor 1,794 17121 26,500
Benefits 843 8,047 13,780
Supplies 481 9,415 15,500
Electrical Use 7 2832 5872
Liakility/Property Insurance 940 7,536 11,277
Bond Interest 1,279 10,232 15,350
Depreciation 2,027 16,216 24 328
Legal & Professional Fees - 6,078 24 500
Total Expenses * 7,451 TT.476 137,407
Gain/ (Loss) $ (7451) § (18,624) § (52.107)
kWh production - 571,700 813,740
Cost Per KWh-Produced 5 - § 0135518 § 0.168490
Cost Per KWh-Purchased 3 0102943 % 0102943 5 0104456
“ariance 5 (0.102943) § 0032575 % 0.064034
Cost
Energy £ D.078980
RMNS $ 0.019073
LNS % 0.00£890
% 0.102943

* Expenses do not include any allocation of Management labor and benefits.

The PPA results in an immediate savings to rate payers and paves the way for a clear transfer of
liabilities from KLPD to AFH as relicensing nears. Thus far, AFH has seen great progress with the
relicensing and views the transfer of operations as another step in the right direction for ratepayers and
the utility. By transferring operations to AFH, ratepayers are saving more than $1,600,000 thanks to
lower power costs and a reduction of liabilities.

Please send any questions my way or call me at your convenience.


https://klpd.org/vertical/sites/%7B423355D4-5FDE-44B4-800E-406FA53C5BD4%7D/uploads/May_3_2016_Wright_Pierce_Revised_Alternatives_Report.pdf
https://klpd.org/vertical/sites/%7B423355D4-5FDE-44B4-800E-406FA53C5BD4%7D/uploads/September_25_2018_Board_Meeting_Agenda_and_Meeting_Materials.pdf

Sincerely,

~an Clark

lan Clark
Managing Member
America First Hydro



