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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

FEB 1 4  2Q18 
[BUBLIC SERVICE 

~~~~~~~~~~ 

In the Matter of: 

AN EXAMINATION OF THE APPLICATION OF ) 
THE FUEL ADJUSTMENT CLAUSE OF ) 
KENTUCKY POWER COMPANY FROM 
NOVEMBER 1 , 2008 THROUGH OCTOBER 31 , ) 
201 0 ) 

) CASE NO. 2010-00490 

* * * * * * * *  

PETITION FOR CONFIDENTIAL TREATMENT 

Kentucky Power Company (“Kentucky Power”) moves the Commission pursuant 

to 807 KAR 5001 , Section 7, for an Order granting confidential treatment to Kentucky 

Power’s Response to Staff Data Request No. 24(b). 

Pursuant to 807 KAR 5001 an original of the responses for which confidential 

treatment is sought is filed as part of Kentucky Power’s original filing in response to the 

Information requests. In addition, ten redacted copies of the subject Response are filed 

with the remaining Responses to the Data Requests. 

A. The Request And The Statutow Standard. 

Staff Data Request 24(b) requires Kentucky Power to file and disclose: 

For each solicitation [for coal purchases issued during the period May 1 , 
2010 to October 31, 2010], state the number of vendors to whom the 
solicitation was sent, the number of vendors who responded, and the 
selected vendor. Provide the bid tabulation sheet or corresponding 
document that ranks the proposals. (This document shall identify all 
vendors who made offers.) State the reasons for each selection. For 
each lowest cost bid not selected, explain why the bid was not selected. 

Kentucky Power does not object to providing to the Commission the data sought in Staff 

Data Request 24(b). However, the data should be afforded confidential treatment. 



KRS 61.878(1)(~)(1) excludes from the Open Records Act: 

Upon and after July 15, 1992, records confidentially disclosed to an 
agency or required to be disclosed to it, generally recognized as 
confidential or proprietary, which if openly disclosed would permit an unfair 
commercial advantage to competitors of the entity that disclosed the 
records. 

This exception applies to Kentucky Power’s response to Staff Data Request 24(b). 

B. Kentucky Power’s Fuel Procurement Practices And The Competitive Fuel 
and Energy Markets. 

Kentucky Power’s bid solicitation is handled by the fuel procurement personnel in 

the Fuel, Emissions and Logistics group of American Electric Power Service 

Corporation (“AEPSC”). In negotiating fuel supply and transportation agreements, 

AEPSC seeks to obtain the lowest reasonable delivered cost of fuel for the Company’s 

customers. Fuel and transportation suppliers, on the other hand, are interested in 

obtaining the highest price possible for their commodity or service. Making future 

pricing, or company strategy with regards to fuel acquisition or other competitively 

sensitive information available to the suppliers with which the Company is negotiating 

compromises AEPSC’s ability to obtain the lowest reasonable cost of fuel for 

customers. 

C. The Information Is Generally Recognized As Confidential and Proprietary. 

First, the records to be filed with the Commission are “generally recognized as 

confidential or proprietary.” The request calls not only for proposals made by the 

various coal bidders, but also for the internal evaluation of each bid. This bid 

information and evaluation is highly confidential, and confidentiality is critical to the bid 

process. Dissemination of the information for which confidential treatment is being 

requested is restricted by Kentucky Power and AEPSC, and the Company and AEPSC 
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take all reasonable measures to prevent its disclosure to the public as well as persons 

within the Company who do not have a need for the information. 

In further support of this Request for Confidential Treatment for the data sought 

by Data Request 24(b), Kentucky Power incorporates by reference the Company’s 

similar Motion and Pleadings in prior Fuel Adjustment Clause proceedings, such as 

Case Nos. 201 0-00264; 2008-0051 8; 2007-00522; 2007-00276; 2006-00507; 2004- 

00463; 2004-0021 1 , 2003-00453, 2000-495-B, 98-562-A and 98-562-B. Kentucky 

Power further states that the Commission has not denied confidential treatment to 

similar information in prior fuel clause proceedings. 

D. Disclosure Of The Information Will Result In An Unfair Commercial 
Advantage. 

In general, the disclosure of the confidential information also will result in an 

unfair commercial advantage to competitors of Kentucky Power and its coal suppliers. 

For example, if a prospective coal supplier learns through review of AEPSC’s analysis 

of responses to Kentucky Power’s coal solicitation the Company was willing to pay $25 

per ton for a certain quality and quantity of coal, that supplier could resist lowering its 

price below $25 per ton. Similarly, and by example only, knowledge that Kentucky 

Power currently is paying $22 to $27 per ton under contracts executed as a result off 

the solicitations issued between May I, 201 0 and October 31 , 201 0 may yield a similar 

result. In either case, a supplier will gain an unfair bargaining advantage - an 

advantage that would work to the detriment of Kentucky Power and its ratepayers. 

Additionally, in either case prospective suppliers considering a bid of less than $25 per 

ton would be inclined to increase their bid closer to $25 per ton. Such a result is 

antithetical to the purpose of the bidding process and contrary to the goal of providing 
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the lowest reasonable retail electric rates. Moreover, to the extent disclosure would 

result in higher coal prices, Kentucky Power‘s energy rates would increase. 

Accordingly, Kentucky Power would be placed at a competitive disadvantage vis-a-vis 

other energy suppliers, especially in the off-system sales market. 

Equally important is the fact Kentucky Power is a regulated electric utility, with 

the Commission serving to protect the public interest in the absence of competition. If 

Kentucky Power’s coal prices go up because of public disclosure of the commercially 

sensitive information, Kentucky Power, its customers and the regulatory process will 

suffer. 

E. The Information Is Required To Be Disclosed To An Aqencv. 

Finally, the records requested in Staff Data Request 24(b) are by the terms of the 

Data Request required to be disclosed to the Commission, a “public agency” as that 

term is defined at KRS 61.870(1). Kentucky Power acknowledges its coal purchase 

procedures are subject to Commission review, and that parties to this fuel clause 

proceeding should have access to the information sought through Staff Data Request 

24(b). Any filing, however, should be subject to a confidentiality order and any party 

requesting such information should enter into a confidentiality agreement. If such an 

agreement cannot be reached, the information should be subject to a protective order 

issued pursuant to 807 KAR 5:001, Section 7(5)(b). 

Wherefore, Kentucky Power Company respectfully requests the 

Commission to enter an Order: 

1. According confidential status to and withholding from pubic inspection 

Kentucky Power’s responses to Staff Data Request 24(b); and 
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2. Granting Kentucky Power all further relief to which it may be entitled. 

Respectfully submitted, c----\ 

Mark R. Overstreet 
R. Benjamin Crittenden 
STITES & HARBISON PLLC 
421 West Main Street 
P. 0. Box 634 
Frankfort, Kentucky 40602-0634 
Telephone: (502) 223-3477 

COUNSEL FOR KENTUCKY POWER 
COMPANY 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing (along with redacted copies of the 
information for which confidential treatment is sought) was served by first class mail, 
postage prepaid, upon the following parties of record, this 14th day of February, 201 I. 

Michael L. Kurtz 
Boehm, Kurtz & Lowry 
21 10 CBLD Center 
36 East Seventh Street 
Cincinnati, OH 45202 

Dennis Howard II 
Assistant Attorney General 
Office for Rate Intervention 
P. 0. Box 2000 
Frankfort, KY 40602-2000 

v 

Mark R. Overstreet 
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I(ENTU431MTT BOWER COMPANY RESPONSES TO 
COMWIESSION STAFF’S FIRST SET OF DATA REQUESTS 

February 14,20111 



Aaron M. Sink, upon being first duly sworn, hereby makes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Sei-vice Commission of 
Kentucky, he would give the answers recorded following each of said questions and that 
said answers are true. 

Aaron M. Sinlc 

Commonwealth of Kentucky 1 

County of Boyd 1 
) Case No. 20 10-00490 

Sworn to before me and subscribed in my presence by Aaron Sink, this the 1 1 th 
day of February, 201 1. 

I Notary Public 
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1 Q* 

2 A. 
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4 
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9 Q* 

10 A. 
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12 Q. 

13 A. 

14 

15 

16 

17 

18 

19 

20 Q. 

21 

1. INTRODUCTION 

PLEASE STATE YOUR NANIE, POSITION AND BUSINESS ADDRESS. 

My name is Kimberly K. Chilcote. I arn employed by the American Electric 

Power Service Corporation (“AEPSC”), a subsidiary of American Electric Power 

Company, Inc. ( ‘ c ~ P y y ) ,  in the Fuel, Emissions & Logistics Group as Manager, 

Eastern Fuel Procurement. My business address is 155 West Nationwide 

Boulevard, Suite 500, Columbus, Ohio 43215. 

II. B A C K G R O W  

PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND. 

I graduated from the University of Dayton in 1992 with a Bachelor of Chemical 

Engineering Degree. 

PLEASE DESCRIBE YOUR PROFESSHONAL BACKGRO 

I joined AEP in 1992 as an Assistant Chemist at the Conesville Plant and 

transfened to the fuels group in 2004 as a Coordinator performing quality checks 

of the coal purchased by the procurement department. I transferred in 2007 to the 

Westein Procurement group and was responsible for the purchase and shipment of 

all of the Powder River Basin Coal for the AEP System. In 2008 I transfei-i-ed to 

the Eastern Procurement group to purchase coal for the AEP Ohio facilities and 

finally in 20 10 accepted my current position as Manager of Eastern Procurement. 

WWAT ARE YOUR PRINCIPAL AREAS OF RESPONSIBPLIITY AS 

AGER OF EASTERN COAL PRCBCtJREMENT FOR AEP? 
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CHILCOTE -2 

1 A. 

2 

3 

4 

5 Q. 

6 A. 

7 

8 

9 

10 Q. 

11 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

I am responsible for the procurement of coal for three of AEP’s Operating 

Companies including: Ohio Power Company (“OPCo”), Columbus Southeiii 

Power Company (“CSP”) and Kentucky Power (“KPCo”). I am also an agent for 

the Cardinal Operating Company. 

YOU TESTIFIED BEFORE ANU REGULATORY AGENCIES? 

Yes. I have testified before the ICeiitucly Public Sei-vice Commission on behalf 

of Keiitucly Power Company during the Coinpany’s last six-month fuel review in 

Case No. 2010-00264. 

%HI. PURPOSE 

WHAT IS THE PURPOSE OF YOUR TFESTIMO“Y IN TI-IIS 

PROCEEDING? 

As directed by the Cornmission, the purpose of my testimony in this proceeding is 

to address the following issues for the review period from November 2008 

through October 2010: 

a) Coal suppliers’ adherence to contract delivery schedules during the review 

period. 

b) IWCo’s efforts to ensure coal suppliers’ adherence to contract delivery 

schedules during the review period. 

c) KPCo’s efforts to maintain the adequacy of its coal supplies in light of any 

coal suppliers’ inability or unwillingness to make contract coal deliveries. 

d) Any changes in coal market conditions that occurred during the review 

period or that KPCo expects to occur within the next two years that have 
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CHLCOTE -3 

1 

2 practices. 

3 

significantly affected or will significantly affect ISPCo’s coal procurement 

e) The reasonableness of ISPCo’s fuel procurement practices dwing the 

4 review period. 

5 

6 Q* 

7 

8 

9 A. 

10 

11 

12 

13 

14 

15, 

16 

17 

18 

HV. CONTIPACT DELIVERIES 

WOULD YOU PLEASE SUMMARIZE KENTUCKY POWER’S COAL 

SBJPBLIEW’ ADHERENCE TO LONG-TERM CONTRACT DELIVERY 

SCHEDULES DURING THE REVIEW PEHBD? 

Dwing the two year review period, the Company had twelve long-teim 

agreements with nine contract suppliers. These suppliers were: Appalachian 

Fuels, LLC (“Appalachianyy), Argus Energy, LLC (“Argus”), Beech Forlc 

Processing, Inc. (“Beech Forlc”), ICG, LLC (“ICG”), INR - WV Operating, LLC 

(“INR.”), Kentucky Fuel Coiyoratioii, MC Mining, LLC (“MC Mining”), Rhino 

Energy LLC (“Rhino”), and Trinity Coal Marketing, LLC (“Trinity”). 

The following table provides pertinent data regarding Kentucky Power’s coal 

suppliers’ adherence to contract delivery schedules during the review period fkoin 

November 2008 through October 2010. For 2008 and 2010 contract deliveries, 

the amounts for each contract are prorated to reflect only the appropriate poi$ion 

19 of the year within the two year review period. 
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CHILCOTE 14 

Vendor Tons 
Delivered 

Appalachian Fuels 29,165 
Argus Energy, LLC 396,448 
Beech Fork Processing, Inc (2 
Agreements) 

1,3 8 1,744 

1 Q* 

2 

3 

4 A. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Percent of 
Commitment 

73 % 
91% 

104% 

Kentucky Fuel Corporation 
MC Mining, LLC 
Nino Energy (2 Agreements) 

I 

ICG, LLC I 496,030 I 103% I 
19,389 97% 

251,880 97% 
166,016 111% 

1 1 

I N R 3 - V  I 821,967 I 100% I 

Trinity Coal Marketing (2 
Agreements) 

909,774 100% 

WOULD YOU PLEASE DESCRIBE THE COMPAIPN’S EFFORTS TO 

ENSURE COAL SUPPLIERS’ rnRENCE TO CONTMCT 

DELIVERY SCHE 

Supplier obligations are handled in a fnm, practical, and businesslike manner to 

achieve substantial compliance by the supplier consistent with the Company’s 

overall coal procurement policy and the ovei-riding objective of procuring and 

maintaining adequate coal supplies to meet cm-rent and anticipated requirements. 

When a supplier’s perfoimance does not meet the conditions or teims of the 

applicable agreement, the Company informs the supplier, takes whatever 

coi-rective action is appropriate under the circumstances, and directs that 

subsequent perfoimance be in compliance. There are times when disputes 

regarding a supplier’s non-perfoimance cannot be satisfactorily resolved though 

such means. Those matters are evaluated for fii-ther action such as additioiial 

negotiation, arbitration if provided by the contract, or litigation, all with due 
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CHILCOTE -5 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

Q. 

A. 

Q* 

A. 

consideration of the desirability to maintain a continuing supply of coal. One of 

the most significant limitations in ICPCo’s ability to hold coal suppliers to the 

teims of their contracts is the protection afforded debtors under the banluuptcy 

laws. 

IS THE STATUS OF TEE APPALAC 

AGREEMENT? 

The Appalachian Fuels contract began on January 25, 2007. Appalaclzian Fuels 

delivered 73% of the contractual obligation during the review period (the last two 

months of 2008). Appalachian was invoiced for shortfall tonnages in 2008, and 

ICPCo did not receive any deliveries under this contract in 2009. The contract 

with Appalachian Fuels was teiminated early on April 30, 2009 due to an Event 

of Default on behalf of Appalachian Fuels. Appalachian Fuels filed for 

bankruptcy in August of 2009, and its mining assets were acquired by another 

company in October of that same year. 

-WHAT IS THE STATUS OF T 

The Argus contract began on January 1, 2007. During the review period, this 

contract delivered at 94% of its obligation. 

WETAT IS TEE STATUS OF THE TWO BEECH FORK: AGREEMENTS? 

Both Beech Fork contracts were signed on June 13, 2008. One contract provided 

for the acceptance of responsibility for delivering tonnage amounts back to 

January 1, 2008. This contract delivered 98% of the base contractual obligation 

over the review period. The second contract provided for deliveries starting on 

October 1, 2008, but deliveries did not start until 2009. This contract delivered 

ARGUS AGREEMENT? 
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CHILCOTE -6 

1 

2 

107% of its contracted volume during the review period. Both contracts together 

delivered 104% of the obligated tons over the two year review period. 

3 Q* 

4 A. 

5 

6 

7 

8 Q- 

9 A. 

10 

11 Q. 

12 A. 

13 

14 

15 Q. 

16 A. 

17 

18 

19 

20 

21 Q. 

22 A. 

23 

WHAT IS TEfE STATUS OF THE %CG AGREEMENT? 

The ICG contract was signed on January 2, 2007. ICG delivered 103% of the 

contractual obligation during the review period. Wlde this contract was behind 

on deliveries in calendar year 2008, those tons were made up with deliveries in 

2009. 

WBAT IS THE STATUS OF T 

The INR contract began on February 27, 2008. 

contractual obligation during the review period. 

WHAT IS THE STATUS OF THE KENTUCKY FUELS AGREEiMENT? 

Coal deliveries under the Kentucky Fuels contract began in October 2010. 

During this one month within the two year review period 97% of contractually 

obligated tons were delivered. 

WHAT IS THE STATUS OF THE MC RalMHNG AGREEMENT? 

The MC Mining coitract began on December 28,2007, and was in place through 

the end of 2009. MC Mining delivered 97% of the coiitractual obligatioii during 

the review period. The agreement was completed in December of 2009 with a 

final delivery percentage of 98%; the amount remaining on the agreement was 

less than one train. 

WHAT IS THE STATUS OF THE TWO R.HIN0 AGREEMENTS? 

The Rhino fust contract was signed on January 7,2008. Rhino delivered 11 1% of 

the contractual obligation during the review period. The additional tons 

IMR AGREEMENT? 

INR provided 100% of the 
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CHILCOTE -7 

1 

2 

3 

4 

5 contractual obligation was delivered. 

represented shortfall tons from the prior period. The agreement was completed in 

December of 2009 with a delivery percentage of 99%; the amount remaining on 

the agreement was less than one train. The second Rhino contract was signed on 

August 18, 2010. During the one month within the review period 111% of the 

I 6 Q. WHATPST STATUS OF THE TWO T TY AGREEMENTS? 

7 A. 

8 

9 

10 

11 

12 

13 Q. 

14 

15 A. 

16 

17 Q. 

18 A. 

19 

The f i s t  Trinity contract was signed on Febi-uary 27, 2007. During the two year 

review period, the vendor delivered 102% of its contractual obligations. The 

second Trinity contract was signed on November 6, 2007, with initial deliveries 

scheduled for January 1, 2008. This contract delivered at 100% of its obligation 

during the review period. For the combined agreements, Trinity delivered 101% 

of its coinmitments during the two-year review period. 

DID MPCO RECEIVE ANY TONS CONSIGNED TO IT DURING T 

TWO YEAR REVIEW PERIOD? 

Yes. On a limited basis, between June and October 2010 of the review period, 

IQCO had consigned 197,238 tons to it. 

PLEASE EXPLAIN TEE REASONS FOR TWE CONSIGNMENTS. 

In June, 2010, Kentucky Power Company deteiinined its inventoiy levels for the 

remainder of 2010 would be below the targets levels. Conversely, Appalachian 

20 

21 

22 

23 

Power’s low-sulk coal inventoiy levels for the same period were expected to 

exceed its 2010 target levels. In filling Kentucky Power’s “open” position for the 

remainder of 2010, the Company considered two options: purchasing the coal 

from the CSX rail market, or taking delivery of a blend of orders then scheduled 

. ,  
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CHILCOTE -8 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Q. 

A. 

for delivery at other AEP facilities under existing contracts. In evaluatiiig the 

alternatives, the Kentucky Power Company compared market data for the CSX 

Rail market from Argus Coal Daily, ICAP United and TFS Energy with 

Appalachian Power’s obligations under its low-sulk coal supply agreements. 

The June, 2010, comparison revealed that for June and the third quarter of 2010 

Kentucky Power would receive the lowest cost of coal available to fill its open 

position by talcing delivery of low-sulfur coal consigned by Appalachian Power. 

In fact, the blended price for the coiisigned coal was less than the market price at 

the time the coinparison was made. A similar comparison was perfoimed in 

September, 20 10, with similar results for the fourth quarter of 20 10. 

v. COAL PURC SING S T ~ T E G Y  

NOW DOES KPCO TAHN ADEQUATE DELIVERIES OF COAL 

TO THE BIG SANDY GENERATING STATION, AND WHAT PLANS 

DOES IT HAVE FOR AIDEQUATE DELIVERIES IN THE FUTURE? 

Each year, at an appropriate time, KPCo solicits sales offers for spot and longer 

teim purchases, with each successive long-teim arrangement layered onto the 

base of existing long-term contracts, while the spot offers address IQCo’s current 

needs. As a part of the overall effort to ensure adequate supply, the company 

issued solicitations in March, July and October 2010. KPCo has been able to 

maintain adequate deliveries of coal to the Big Sandy generating station during 

the review period. 
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CHILCOTE -9 

1 Q- 

2 

3 

4 

5 

6 A. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

EXPECTS TO OCCUR WITHIN T NEXT TWO YEARS TEAT HAVE 

S ~ G N ~ F P C ~ T ~ ~  AFFECTED OW WILL S%GNIIFHCANTkY AFFECT 

MPCO’S COAL PROCURIEMIEN% PmCTPCES? 

Following a teiin of unprecedented fuel price volatility in 2007 and early 2008, 

prices peaked in the summer of 2008 and then declined for the remainder of 2008, 

due to the decline in the world-wide financial markets. Prices through much of 

2009 remained low as compared to 2008, but fairly stable as many utilities were 

at high inventory levels as a result of purchases made during 2008 and lower 

generation in 2009 because of the economic decline in the United States. Since 

that time coal prices have continued to fluctuate, although trending upward as 

utilities reenter the coal inarket to begin to replace stock piles and fill open 

positions. Generation requirements still remain lower than historical levels with 

increases seen during times of weather extremes in the s m n e r  and winter. 

Natural gas prices remain low with respect to historical levels and electric 

generation fiom natural gas has displaced high cost, less efficient coal generation. 

Coal inarlcet prices will continue to exhibit some measure of volatility due to 

unpredictable conditions, such as recent flooding in Australia affecting that 

country’s coal production and continuing strong demand in emerging economy 

countries such as China and India. IQCo anticipates that coal inarlcet prices will 

continue to trend upward over the next two years with occasional fluctuations 

both upward and downward. 
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CHILCOTE - 10 

1 Q. 

2 PURCHASING DECISIONS? 

3 A. 

4 

5 

6 

IS RlSK ASSESSNZENT AN IMPORTANT FACTOR WT KPCO’S COAL 

Yes. IQCo considers a vendor’s fmancial status, ability to adhere to the delivery 

obligation based on ratable deliveries and past perfoimance when evaluating its 

decision to do business with that supplier. Purchases from reliable vendors serve 

to enhance KPCo’s security of supply. 

7 

8 Q* 

9 

10 A. 

11 

12 

13 

14 Q. 

15 A. 

VI. CONCLUSION 

WERE KPCO’S FUEL PROCUREMENT PRACTICES REASONABLE 

DURING THE REVIEW PERIOD? 

Yes. KPCo’s coal purchases were fair and reasonable during the review period 

recognizing its goal of obtaining the lowest reasonable delivered cost over a 

period of yeas consistent with the obligations of the Kentucky Power to provide 

adequate and reliable service to its customers and meet environmental standards. 

\ 

S CONCLUIPE YOUR DIRECT TESTIMONY? 

Yes. 
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VIERIFICATION 

Kirnberly I<. Chilcote, upon being first duly swoin, hereby makes oath that if the 
foregoing questions were propounded to her at a hearing before the Public Sewice 
Commission of Kentucky, she would give the answers recorded following each of said 
questions and that said answers are true. 

Kimberly I<@lcote 

State of Ohio 

County of Franldin 
) Case No. 2010-00490 
1 

Swoi-n to before me and subscribed in my presence by Gina L. Beyer, this the 
f February 201 1. 

GINA L. B E E R  
Notary Public, State of Ohio 

My Garnmis&sion Expire8 O7m-2011 

My Commissioii Expires: July 1 201 1 
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CASE NO. 2(PPO-O0490 
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12 

13 

14 

15 

16 

Q- 

A. 

Q. 

A. 

Q. 

A. 

I. ~ T ~ ~ ~ U ~ T I ~ ~  

PLEASE STATE YOUR N M ,  B U S m S S  rhLBD 

My name is Lila P. Munsey. I am. Manager of Regulatory Services for Kentucky Power 

Company (“Kentucky Power, IPCo or Companyyy) and my business address is 101 A 

Enterpiise Drive, Franldort, I(e.lltucky 4060 1. 

T m Y B r n  P 

mco? 
I supervise and direct Regulatory Services, which has the responsibility for rate and 

regulatory matters affecting Kentucky Power. This includes the preparation of and 

coordination of the Company’s exhibits and testimony in rate cases and any other 

formal filings before state and federal regulatory bodies. Another responsibility is 

assuring the proper application of the Company’s rates to all classifications of business. 

PLEASE DE$@ BE YOUR EDUCATION AND PROFESSIONAL 

~ A C ~ ~ ~ ~ ~ ~ ~  

I received a Bachelor of Science in Civil Engineering degree fiom Pwdue University,, 

West Lafayette, Indiana in May 1978 and began my career with Appalachian Power 

Company (‘cAPCo”) as a Civil Engineer in the Hydroelectric Department. In August 



Munsey - 2 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1983, I was promoted to the position of Cost Allocation Analyst for APCo where I 

conducted numerous studies to support retail rate filings and regulatoiy interactions 

with the West Virginia and Virginia regulatoiy commissions. In November 1985, I was 

transfened to the rate Department of American Electric Power Company, Inc. (“AEP”), 

in Columbus, 0150, as an Associate Rate Analyst where I developed and supported 

operating company retail rate filings within AEP’s seven eastein states. I was promoted 

to Rate Analyst in November 1989 where I developed, supported, and testified in retail 

filings coiiceiming cost-of-service issues. 

In January 1998, I moved to the newly foiined transmission pricing group as a 

Transmission Contracts 62 Regulatory Specialist for AEP. In this capacity, I prepared 

AEP’s Federal Energy Regulatory Coimnission (‘‘FERC”) transmission rate filings, 

including transmission cost-of-sewice studies, rate design, and tariff development in 

support of the Regional Transmission Organization (RTO) developmental filings and 

negotiations for the Alliance TransCo and ultimately AEP’s entrance into PJM’s RTO 

on October 1, 2004. I also prepared long-term reservation contracts with other utilities, 

developed a contract management tracking system, provided expertise on AEP’ s Open 

Access Transmission Tariff and tariff revisions as necessary, and developed the merger- 

related FERC filings required for AEP’s merger of the operating companies in the 

seven eastern states with those in the four westeiv states previously lcnown as Central & 

Southwest (CSW). In June of 2000, I was promoted to Senior Regulatory Consultant in 

the Transmission and Interconnections Department, which became part of the 

Regulated Tariffs Department in 2005. In September 2010, I transfeixed within AEP 
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1 

2 

3 Q e  

4 

5 A. 

6 

7 

8 

9 

10 

11 Q. 

12 A. 

13 Q- 

14 A. 

15 

16 

17 Q. 

18 A. 

19 

20 

froin the Service Corporation to Kentucky Power where I assumed my cu-rent 

responsibilities and position. 

 IS^^^^^? 

Yes. I testified before this Comnission in Case No. 91-066, a regulatory proceeding 

involving the adjustment in electric base rates for ICPCo and more recently I provided 

written testimony in ICPCo’s six-month environmental surcharge review Case No. 

2010-00318. I have also presented testimony for Wheeling Power Company before the 

West Virginia Public Service Coimission and for Appalachian Power Company before 

the Commonwealth of Virginia State Corporation Commission. 

YOU SPgBNSB BITS? 

No. 

111. P W O S E  OF YOUR TES’JTWPON 

OSE OF YOUR DIRECT ‘JTESTHMOW? 

The purpose of my testimony is to suppoi? the Company’s decision to request no 

change to the file1 amount that is built into base rates. I will also address the 

Commission’s questions regarding the wholesale electric power market. 

AT BASE FUEL AM0 T 1s BEING PROPOSED BY T r n  CO 

As demonstrated in the Company’s Febiuary 14, 2011, response to the Commission’s 

data request Item Nos. 1, 2, 3, and 4, the Company is proposing no change to the fuel 

aniount built into base rates of2.840 cents per I w h .  I 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

MONTH YEAR 

May 2010 

June 2010 
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CENTS PER 1CWI-l 

2.507 

2.605 

Q. E COMPANY 

OBJWT THAT l[s BUILT INTO 

ASE U T E S ?  

A. First, the Company looked at the historical cost of fuel actually incurred during the two 

years under review. During that two year period, the fuel costs ranged from a low of 

2.378 cents per lcWh in the month of November 2009 to a high of 3.327 cents per l w h  

in the month of November 2008. The simple average of the low and high rates is 2.853 

cents per lw1.1. Although the average of the high and low rates over the past two years 

was slightly above the current base fuel rate of 2.840, the difference between the current 

base fuel rate and the average of the high and low rates during the review period is less 

than 0.5% of tlie current base rate -- an insignificant difference. 

Second, the Company reviewed actual montldy fuel costs during the last six 

months of the review period (May 201 0 - October 201 0). As shown in tlie table below, 

these ranged from a low of 2.507 cents per kWli in May 2010 to a high of 2.877 cents 

per kWli in September 2010. The high during tlie last six months of the review period 

was only 1.3% higher than the current base rate of 2.840 cents per l w h .  

July 2010 2.591 

August 2010 2.53 1 

September 2010 2.877 
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October 2010 

Six Month Median 

Six Month Average 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2.698 

2.598 

2.635 

Third, the Company looked at its forecasted cost of fuel for the calendar years 

2011 and 2012. The Company’s best estimate as to what the fuel costs will be for the 

two calendar years are 2.586 cents per lcWh ($189,238,060 / 7,316,847,252) for 

calendar year 2011 and 2.814 cents per kWh ($205,963,110 / 7,320,237,223) for 

calendar year 2012. Again, the high forecast is less than 1% below the cunent base 

rate. 

Finally, the Company examined trends, both in the past and in the hture. The 

average of the four six month period averages of the current review period was 2.659 

cents’per IcWi or almost 94% of the current base. More recently, the average for the 

last six-months during the review period was 2.635 cents per IcWh and the median for 

the same period was 2.598 cents per IcWli, or approximately 92.78% and 91.48% of the 

current fuel base respectively. As each of these measures indicates, even though 

monthly fuel costs have oscillated over the past two-year period, the central trend line 

has remained relatively stable. Moreover, Kentucky Power projects that the average 

fiiel price during 201 1-2012 will average 2.700 cents per lwh,  or 95.07% of the current 

base, and are projected to be within 99% of the current base rate during 2012. The 

Company believes the base cost of fiiel currently used in the Company’s fuel 

adjustment clause is reasonable and does not require a change for the upcoming two- 

year period. Accordingly, the Company proposes the present base fuel of 2.840 cents 
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1 per 1cWi remain in effect because it represents the cost per l w h  the Company can 

2 

3 

4 Q* C M G E S  HN THE 

5 

6 

7 PROC 

reasonably expect to incur during the next two-year period. 

8 A. No. Kentucky Power has not experienced or observed a significant change in the 

9 wholesale electric market that affected Kentucky' Power's electric power procurement 

10 

11 . DOES KENTUQ: R IFOIWIESEIE G GES IN Tm WHOLESALE 

12 

13 H(ENTUCMII POWER'S ELECT 

practices during the review period. 

T IN THE NEXT TWO Y E A R S  T 

14 A. No. Kentucky Power does not foresee major changes to the wholesale power market 

15 

16 period. 

during this period that would affect its electric power procurement practices during this 

17 Q. PLEASE EXPkMN HOW ELECTRIC PO D PROM Tm 

18 E AEP SYSTEM. 

19 A. Pursuant to the FERC-approved AEP East System Intercoimection Agreement, the 

20 member companies, including Kentucky Power Company, benefit through the 

21 economic utilization of resources, which includes AEP generation and third party 

22 power purchases. In brief, the lowest energy cost resources are assigned to inteinal 
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1 

2 

3 

4 A. Yes. 

load. Purchases me inade when it is econoinic to do so and are used to meet internal 

load requirements when less expensive than AEP generation. 



AFFIDAVIT 

Lila P. Munsey, upoil being first duly sworn, hereby makes oath that if the foregoing 
questions were propounded to her at a hearing before the Public Service Colnmission of 
Kentucky, she would give the answers recorded following each of said questions and that 
said answers are true. 

& E -, 
Lil$P. Munsey 

Conmonwealth of ICentuclcy 

County of Franklin 
) Case No. 2010-00490 

Swo& to before me and subscribed hi my presence by Lila P. Munsey, this the // 5-4- day of February, 201 1. 

My Comnission Expires: 23, C2w~ 



KPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 1 
Page 1 of 2 

State the month to be used as the base period (b). Include a comprehensive, detailed explanation 
of the factors considered in the selection of this month as being representative of the net 
generating cost per lwh that Kentucky will incur between November 1, 2010 and October 31, 
2012 ("the next 2-year period"). If no change is proposed, include a narrative explanation of the 
reason(s) Keiituclcy Power believes the current base period fuel cost should reinain unchanged. 

Based on the analysis outlined below, the current base cost of fuel is reasonable and does not 
require a change for the upcoining two-year period. The base fuel cost of 2.840 cents per IcWi 
represents the cost per kilowatt hour that the Company can reasonably expect to incur during the 
next two-year period. Kentucky Power, therefore, proposes that the current base fuel cost of 
2.840 cents per lcWh remain in effect. 

The fuel cost resulting from the most recent projections is $189,238,060 for 2011 and 
$205,963,110 for 2012. Kilowatt hour sales projected for those same periods are 7,316,847,252 
and 7,320,237,223 respectively, providing a projected fuel cost of 2.586 cents per kWh for year 
2011 and 2.814 cents per 1cWh for year 2012. 

Although representing the highest monthly fuel cost during the most recent six-month period, 
September 2010 was selected to be the base period because: (a) its proximity to the next two- 
year period; (b) the availability of the actual fuel costs; and (c) Big Sandy and Rockport 
Generating Plant availabilities were consistent with long-teim expectations. Most impoi?antly, 
the September 2010 costs deviate less than 2% from the central tendencies of costs over the past 
two-year period, as well as the projected costs during the next two-year period. Company 
witness Munsey provides more detail on the fuel cost central tendencies in her testimony filed 
herewith. 



KPSC Case No. 2010-00490 
Commission Staff% First Set of Data Request 

Order Dated January 26,2011 
Item No. 1 
Page 2 of 2 

Calculation of September 201 0 costs: 

- Dollars/kWh= Fuel (b) September 2010 $15,257,308 - 
Sales (b) September 2010 530,234,000 kWh 

Calculation of the current base fuel amount: 

- Dollars/kWh= Fuel (b) June 2008 $1 6,138,627 - 
Sales (b) June 2008 568,162,000 kWh 

$0.02877 

$0.02840 

The Company requests that the current base fuel cost not change for the next two-year period 
because the difference between the September 201 0 base fuel costs and current base fuel costs 
(.37 mils per 1cWh) is not material. 

WITNESS: Lila P Munsey 



KPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 2 
Page 1 of3 

entucky Power Company 

REQUEST 

Provide a calculation of the fossil fuel costs F(b) that Kentucky Power proposes to use to 
calculate the base period fuel cost. This calculation shall show each component of F(b) as 
defnied by Administrative Regulation 807 KAR 5:056. Explain why the fuel cost in the selected 
base period is representative of the level of fuel cost that Kentucky Power will incw dwing the 
next two-year period. 

RESPONSE 

As stated in the response to Item No. 1, the Company proposes no change in the present base fuel 
cost F(b) $16,138,627. In response to this data request, the base fuel costs F(b) are show1 for the 
montlis of September 201 0 and June 2008, the month used to establish the present base fuel cost. 

Please see pages 2 and 3 of this response. 

W'FNESS: Lila P Munsey 



KENTUCKY POWER COMPANY 

FINAL 
FUEL COST SCHEDULE 

Month Ended: September 2010 

A. Company Generation 
Coal Burned 
Oil Burned 
Gas Burned 
Fuel (jointly owned plant) 
Fuel (assigned cost during F. 0. ) 

Fuel (substitute for F. 0. ) 
( 0 ICWH x 

Sub-total 

B. Purchases 

KPSC Case No. 201 0-00490 
Order Dated January 26,201 I 

Item No. 2 
Page 2 of 3 

Page 5 o f5  

(+>  $20,049,232 
(+> 169,646 
(+>  0 
( + I  0 

$0.000000 ) (+>  
( -1  0 

20,218,878 

Net Energy Cost - Economy Purchases ( + I  0 

( 0 KWH X $0.000000 ) ( - 1  0 

Identifiable Fuel Cost - Other Purchases (+>  2,133,991 (1) 
Identifiable Fuel Cost (substitute for F. 0. ) 

Sub-total 2,133,991 

C. Inter-System Sales Fuel Costs 7,669,909 (1) 

D. SUB-TOTAL FUEL COST (A + B - C) $14,682,959 

E. Net Transmission Marginal Line Loss for month September 2010 574,349 

F. GRAND TOTAL FUEL COSTS (D + E) $15,257,308 

( 1 ) Includes total Energy Costs of non-economy purchase per ICPSC Order 
dated October 3,2002 in Case No. 2000-495-B. 



KPSC Case No. 2010-00490 
Order Dated January 26,201 1 

Item No. 2 
Page 3 of 3 

Page 5 of 5 

P r n h  
”’ FUEL COST SCHEDULE 

Month Ended: June 2008 

A. Company Generation 
Coal Burned 
Oil Burned 
Gas Bmed 
Fuel (jointly owned plant) 
Fuel (assigned cost during F. 0. ) 

Fuel (substitute for F. 0. ) 
( 116,081,000 RwH X $0.021142 ) 

Sub Total 

B. Purchases 
Net Energy Cost - Economy Purchases 
Identifiable Fuel Cost - Other purchases 
Identtfiable Fuel Cost (substitute for F. 0. ) 

( 116,081,000 I(vlrH X $0.021142 ) 

Sub Total 

C. Infer-System Sales Fuel Costs 

D. Sub Total Fuel Cost (At B - C) 

E. Net Transmission hiIarginal Line Loss 

F. 

June 2008 

GRAND TOTAL FUEL COSTS (D f E) 

(+) $13,540,878 
ft-) 2,036,748 
(+) 0 .  
(+> 0 

( + I  2,454,185 
( - >  0 

18,03 1,811 

( f )  0 
( + I  6,582,163 (1) 

( - 1  2,454,185 

4,127,978 

7,766,240 (1) 

$14,393,549 

1,745,078 

’ $16,138,627 

( 1 ) Includes total Energy Costs of non-economy purchase per ISPSC Order 
dated October 3,2002 in Case No. 2000-49543. 



KPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 3 
Page 1 o f 3  

eltatucky Power Company 

REQUEST 

Provide a schedule showing each component of sales as defined by Administrative Regulation 
807 I(AR 5:056 in the selected base period (b). Explain why Kentucky Power believes that the 
sales in the selected base period (b) are representative of the level of 1cWli sales that Kentucky 
Power will derive fiorn the level of fuel costs incurred during the selected base period (b). 

RESPONSE 

As stated in the response to Item No. I, the Company proposes no change in the present base 
sales period S(b) of 568,162,000 kWh. In response to this data request, the base sales periods 
S(b) are shown for tlie months of September 2010 and June 2008, the month used to establish the 
present base fuel cost. 

Please see pages 2 and 3 of this response. 

WITNESS: Lila P Munsey 



KPSC Case No. 2010-00490 
Order Dated January 26,201 1 

Item No. 3 
Page 2 of 3 

Page 3 of 5 

KENTUCKY POWER COMPANY 

SALES SCHEDULE 

Month Ended: September 2010 

A. Generation (Net) 

Purchases Including Interchange In 

Sub Total 

B. Pumped Storage Energy 

Inter-System Sales Including Interchange Out 

System Losses 

Sub Total 

Total Sales (A - B) 

IGlowatt-Hours 

( + I  524,702,000 

( + >  353,361,000 

878,063,000 

( + >  0 

( + >  334,652,000 

( + >  13,177,000 * 

347,829,000 

530,234,000 

* Does not include 3 16,000 ICWH of company usage. 

, 



KPSC Case No. 2010-00490 
Order Dated January 26,201 1 

Item No. 3 
Page 3 of 3 

Page 3 of 5 

KENa'uCI(;Y POWER COMPANY 

SALES SCrnu-LE 

Month Ended: June 2008 

A, Generation (Net) 

Purchases Including Interchange la 

Sub Total 

B. F%mped Storage Energy 

Inter-Systern Sales Including Interchange Out 

System Losses 

Sub Total 

Total Sales (A - €3) 

Kilowatt-Hmus 

411,785,000 

( + I  570,183,000 

981,968,000 

( + I  

(+) 0 

( + I  391,730,000 

( + I  22,076,000 

413,806,000 

568,162,000 

* Does not include 352,551 KWH of company usage. 



KPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 4 
Page 1 of 1 

entuclkgr Power Company 

REQUEST 

Provide a schedule showing the calculation of Kentucky Power's proposed increase or decrease 
in its base fuel cost per l w h  to be incorporated into its base rate. 

RESPONSE 

As stated in the response to Item No. 1, the Company proposes no change in the present base fuel 
cost per l w h .  

WITNESS: Lila P Munsey 



MPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 5 
Page 1 of 1 

REQUEST 

Provide Kentucky Power's most recent projected fuel requirements for the years 201 1 and 2012 
in tons and dollars. 

RESPONSE 

Kentucky Power Company's Big Sandy Plant projected fuel requirements for the years 
201 1 and 2012 in tons and dollars are shown below: 

Year 201 1 Year 2012 

Projected Tons to be Consumed (000) 2,002.9 2,395.5 

Projected Conswed Cost ($000) $145,819 
(151 Fuel Basis) 

WITNESS: Lila P Munsey 

$185,141 



KPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 6 
Page 1 of 1 

ower Company 

Provide Kentucky Power's most recent sales projections for the years 201 1 and 2012 in lcWh and 
dollars. 

The projected sales in kWh and dollars for Kentucky Power Company for the yeas 201 1 and 
2012 are sliow~i below: 

Year 201 1 Year 2012 

Projected l w h  Internal Sales 7,3 16,847,252 7,320,237,223 

Projected Revenues fkom kWh Sales $564,790,105 $61 0,441,208 

WITNESS: Lila P Munsey 



KPSC Case No. 2010-00490 
Commission Staffs First Set of Data Request 

Order Dated January 26,2011 
Item No. 7 
Page 1 of 1 

Power Company 

Provide separately the amowits for power purchases used in the calculation of sales provided hi 
response to Item 3. 

Please see the Company's response to Item No. 3. 

WITNESS: Lila P Munsey 



KPSC Case No. 2010-00490 
Commission Staffs First Set of  Data Request 

Order Dated January 26,2011 
Item No. 8 
Page 1 of 1 

REQUEST 

Provide separately the amounts of intersystem power sales used in the calculation of sales 
provided in response to Item 3. 

RESPONSE 

Please see the Company's response to Item No. 3. 

WITNESS: Lila P Munsey 



KPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 9 
Page 1 of 1 

owerr company 

Provide the planned maintenance scliedde for each of Kentucky Power's generating units for the 
years 2011 and 2012. 

RESPONSE 

Planned Maintenance Outage Schedules 

- 2011 
Big Sandy Unit 1 , Less than 4 weelcs 
Big Sandy Unit 2, More than 4 weelcs 

- 2012 
Big Sandy Unit 1, Less than 4 weeks 
Big Sandy Unit 2, Less than 4 weelcs 

WITNESS: Aaron M Sinlc 



KPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

@-der dated January 26,2011. 
Item No. 10 
Page 1 of 1 

ower Company 

REQUEST 

For the years ending October 3 1,2009 and October 3 1,2010, provide: 

a. maximum annual system demand; and 

b. average annual demand. 

RESPONSE 

Year Eraded Year Ended 
October 319 2009 October 31,2010 

a. Kentucky Power Maximum Annual 1,674 
Inteiml Demand (MW) 

1,543 

b. Kentucky Power Internal Average 1,28 1 1,247 
Annual Demand (MW) 

WITNESS: Lila P Munsey 



KSSC Case No. 2010-00490 
Commission Staffs First Set of Data Request 

Order Dated January 26,2011 
Item No. 11 
Page 1 of 1 

ower Company 

List all fuin power commitments for Kentucky Power for the years 2011 and 2012 for (a) 
purchases and (b) sales. This list shall identify the other party (buyer or seller), the amount of 
commitment in MW, and the purpose of the commitment (e.g., peaking, emergency). 

(a) Purchases: 

Kentucky Power has a unit power agreement with AEP Generating Company for a 393 MW 
share of the Roclport station (baseload generation). This agreement will be in efTect through 
2022. 

(b) Sales: 

Firm power commitments for Kentucky Power Company for the period listed above, other than 
retail jurisdictional customers, are the cities of Olive Hill and Vancebwg, Kentucky. The 
forecasted peak loads (MW) for the cities for 201 1 and 2012 are shown below. The cities use the 
power as load following service to their citizens. 

Year 2011 Year 2012 

Olive Hill 6.6 MW 6.8 MW 

Vanceburg 14.4 MW 14.8 MW 

WTNESS: Lila P Munsey 



KPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 12 
Page 1 of1 

Provide a montldy billing summwy for all sales to all electric utilities for the period November 1 , 
2008 though October 3 1,201 0. 

RESPONSE 

Please see attached pages. Due to the voluminous nature of tlgs response, the Company is 
providing the Commission with one original hard copy and four copies with the infoimation 
attached on a CD. 

WITNESS: Lila P Munsey 



KPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated hnuaiy  26,2011 
Item No. 13 
Page 1 of 2 

a. Provide a schedule of the calculation of the 12-month average line loss by month for 
November 2008 through October 2010. 

b. Describe the actions that Kentucky Power has taken to reduce line loss during this period. 

RESPONSE 

a. Please see Page 2 of this response. 

b. The Company is continually working to reduce line loss by increasing conductor size, 
installing more efficient transformers, employing a reactive connective program and 
increasing the operating voltage levels of transmission and distribution lines. This action 
reduces losses at coiistant load and maintains minimal increases in losses for additional load. 

An example of improvement is the Eastern Kentucky Area Improvement Project, which 
focuses on the area of Paintsville, Kentucky. As part of this project, a new 69 1V line between 
Paintsville Station and West Paintsville Station has been constiucted. Adding a new, higli- 
capacity line to the transmission network reduces losses and improves efficiency. 

Additionally, a 69/12 1V power transfoimer at West Paintsville Station has been replaced with 
a new transformer that will be more efficient. Additional upgrades are planned for this area as 
part of the Eastein Kentucky Area Improvement Project. 

WITNESS: Lila P Munsey 



KPSC Case No. 2010-00490 
Order Dated January 26,201 1 

Item No. 13 
Page 2 of 2 

KENTUCKY POWER COMPANY 
Line Loss Caculation 

BILLED & ACCRUED 

MWH 
TOTAL ASSOC. SYSTEM INTERNAL ENERGY % LINE 

ENERGY COMPANY SALES ENERGY LOST& LOSS 

DISPOSED INTERCHANGE RESALE DISPOSED NTED INTERNAL 
FOR UNACCOU 

I 2 3 (1 -2-3-4) 6 (W 
NOV 08 current month 822,832 52,698 110,741 659,393 17,450 2.646% 

DEC 

JAN 

FEB 

MAR 

APR 

MAY 

JUN 

JUL 

AUG 

SEP 

OCT 

NOV 

DEC 

JAN 

FEB 

MAR 

APR 

MAY 

JUN 

JUL 

AUG 

SEP 

OCT 

NOV 

DEC 

12 mos. ending 

12 mos. ending 

12 mos. ending 

12 rnos. ending 

12 rnos. ending 

12 mos. ending 

12 mos. ending 

12 mos. ending 

12 mos. ending 

12 rnos. ending 

12 mos. ending 

12 rnos. ending 

12 rnos. ending 

12 mos. ending 

12 rnos. ending 

12 mos. ending 

12 mos. ending 

12 mos. ending 

12 rnos. ending 

12 mos. ending 

12 rnos. ending 

12 mos. ending 

12 rnos. ending 

12 mos. ending 

12 mos. ending 

12 mos. ending 

08 current month 

09 current month 

09 current month 

09 current month 

09 current month 

09 current month 

09 current month 

09 current month 

09 current month 

09 current month 

09 current month 

09 current month 

09 current month 

10 current month 

10 current month 

I O  current month 

10 current month 

10 current month 

10 current month 

10 current month 

10 current month 

10 current month 

10 current month 

10 current month 

10 current month 

12,616,994 
926,870 

12,404,277 
1,030,791 

12,118,987 
905,011 

11,914,373 
1,024,522 

1 I ,816,132 
998,573 

11,752,695 
878,745 

11,769,802 
904,793 

11,692,627 
789,654 

11,300,374 
971,630 

11,205,753 
798,017 

10,959,995 
837,897 

10,889,335 
876,409 

10,942,912 
1,102,913 

11 ,I 18,955 
1,192,466 

11,280,630 
1,041,050 

11,416,669 
812,170 

11,204,317 
742,724 

10,948,468 
691,821 

10,761,544 
957,393 

10,814,144 
1,223,327 

11,247,817 
1,165,628 

11,441,815 
878,063 

11,521,861 
874,016 

11,557,980 
855,419 

11,536,990 
1,017,587 

11,451,664 

2,536,645 
89,593 

2,394,133 
136,529 

2,277,562 
149,622 

279,062 
2,214,020 

342,354 
2,215,771 

254,971 
2,376,203 

203,677 
2,415,209 

96,930 
2,225,482 

229,115 
2,248,916 

155,736 
2,152,253 

194,727 

175,976 
2,308,292 

221,330 
2,440,029 

208,736 
2,512,236 

173,516 
2,536,130 

71,462 
2,328,530 

127,400 
2,113,576 

43,184 
1,901,789 

179,118 
1,877,230 

322,376 
2,102,676 

307,875 
2,181,436 

226,664 
2,252,364 

252,273 
2,309,910 

166,718 
2,300,652 

91,341 
2,170,663 

2,210,909 

,2,185,014 

231 7,648 
106,193 

2,407,483 
99,316 

2,252,416 
100,521 

2,149,783 
114,111 

2,074,651 
I 15,873 

2,018,065 
87,992 

1,884,071 
140,481 

1,796,795 
125,337 

1,640,652 
150,068 

1,550,977 
114,798 

1,434,836 
102,736 

1,368,167 
108,717 

1,366,143 
161,169 

1,421 ,I 19 
173,493 

1,495,296 
140,270 

1,535,045 
1 15,274 

1,536,208 
101,436 

1,521,771 
89,415 

1,523,194 
169,909 

1,552,622 
260,917 

1,688,202 
201,133 

1,739,267 
104,456 

1,728,925 
81,624 

1,707,813 
78,588 

1,677,684 
96,614 

1,613,129 

7,562,701 
731,084 

7,602,661 
794,946 

7,589,009 
654,868 

7,553,681 
631,349 

7,527,461 
540,346 

7,518,859 
535,782 

7,509,528 
560,635 

7,480,623 
567,387 

7,434,240 
592,447 

7,405,860 
527,483 

7,372,906 
5 4 0,4 3 4 

7,336,154 
591,716 

7,268,477 
720,414 

7,257,807 
810,237 

7,273,098 
727,264 

7,345,494 
625,434 

7,339,579 
513,888 

7,313,121 
559,222 

7,336,561 
608,366 

7,384,292 
640,034 

7,456,939 
656,620 

7,521 ,I 12 
546,943 

7,540,572 
540,119 

7,540,257 
610,113 

7,558,654 
829,632 

7,667,872 

256,073 
26,781 

255,503 
27,263 

252,265 
1631 5 

243,594 
(14,503) 
203,717 

12,892 
194,880 

1,356 
1751 85 
(1 3,883) 
141,542 
23,327 

146,047 
(2,789) 

112,619 
21,635 

1 24,163 

114,636 

90,774 
26,746 
90,739 
32,442 
95,918 
33,237 

112,640 
23,439 

150,582 
18,461 

156,151 
(1 6,441 ) 
138,354 
24,042 

176,279 
7,428 

160,380 
20,145 

183,314 
25,520 

187,199 

187,470 
18,691 

212,573 
27,145 

212,972 

(1,408) 

(6,412) 

(1,137) 

3.386% 
3.663% 
3.361% 
3.430% 
3.324% 
2.522% 
3.225% 

2.706% 
2.386% 
2.592% 
0.253% 
2.333% 

I .892% 
4.111% 
1.965% 

1.521% 
4.102% 
1.684% 

1.563% 
-1.084% 
1.249% 
3.713% 
1.250% 
4.004% 
1.319% 
4.570% 
1.533% 
3.748% 
2.052% 
3.592% 
2.1 35% 

1.886% 
3.952% 
2.387% 
1.161% 
2.151% 
3.068% 
2.437% 
4.666% 
2.483% 

-0.21 I % 
2.486% 
3.064% 
2.812% 
3.272% 
2.778% 

-2.297% 

-2.476% , 

-0.471 % 

-0.261% 

-2.940% 
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REQUEST 

List Kentucky Power's scheduled, actual, and forced outages between May 1,2010 and October 
31,2010. 

RESPONSE 

Attached is a listing of all scheduled, actual, and forced outages for Big Sandy Plant for the 
period May 1 , 20 10 through October 3 1,201 0. 

WITNESS: Aaron M Sinlc 
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Kentucky Power 

For each existing fuel contract categorized as long-teim (i.e., one yeas or more in length), 
provide: 

a. Supplier's iiame and address; 
b. Name and location of production facility; 
c. Date when contract executed; 
d. Duration of contract; 
e. Date(s) of each contract revision, modification or amendment; 
f. Annual tonnage requirements; 
g. Actual annual tonnage received since the contract's inception; 
h. Percent of annual requirements received during the contract's teim; 
i. Base price; 
j. Total amount of price escalations to date; and, 
k. Current price paid for coal under the contract (i. + j). 

RESPONSE 

Please see Attachment 15- 1 for the requested information. 

WTNE§S: IGmberly K Chilcote 
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This response is provided for the time period of May 1,2010 through October 3 1,2010, and lists all 
pertinent fuel contract infoilnation requested. 
Please note that all coiltracts are fixed price and do not escalate based on price indices. The response 
to ‘i’ reflects the orginal price of the contract when first executed. The response to ‘IC’ is the price of 
the contract at the end of the review period (October 3 1,2010). 

ARGUS ENERGY, ELC (Contract No. 07-903) 
a. 
b. 

c. January 1,2007 
d. 
e. 
f. 

g&h. m Tons Received Percent of Annual Requirements 

Argus Energy LLC, P.O. Box 416, ICenova, WV 25530 
Bear Branch Mine in Lawrence County, ICY, Kiah Creek Mine in Wayne County, WV, 
and the Spurlock LoadouVMine in Floyd County, ICY 

January 1 , 2007 - December 3 1 , 20 1 1 
February 5,2009, April 29,2009, April 27,2010, and September 10,2010. 
240,000 tons in 2007 through 2008; 203,200 tons in 2009; 212,583 tons in 2010, 120,000 
tons in 201 1 plus any 2010 shortfall tonnage 

2008 179,240 75% 
2007 237,748d’ 99% 

2009 2 10,426 104% 
2010 

i. $51.75 FOB Plant. 
j, None 
k. 
* Includes deliveries to synfuel processing. 
*‘%ased on requirements through October 201 0 

165,925 940/~:fi :k 

$56.00 FOB Plant in 2010. 

BEECH FORK PROCESSING (Contract No. 07-904) 
a. 
b. 

c. June 13,2008 
d. 
e. February 5,2009 
f. 
g&h. Tons Received Percent of Annual Requirements 

Beech Fork Processing, Inc., P.O. Box 190, Lovely, KY 4123 1 
Bear Branch Mine in Lawrence County, KY, ICiah Creek Mine in Wayne County, WV, 
and the Spurlock LoadouVMine in Floyd County, ICY 

January 1 , 2008 - December 3 1 , 20 10 

120,000 tons in 2008; 240,000 tons in 2009 and 2010 

2008 56,488 47% 
2009 306,533 128% 

$49.00 FOB Plant; $5 1 .OO FOB Barge 

$52.50 FOB Plant; $54.50 FOB Barge 

2010 137,086 69%““ 
i. 
j. None 
IC. 
““Based on requirements through October 201 0 
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BEECH FORK PROCESSING (Contract No. 08-901) 
a. 
b. 

c. June 13,2008 
d. October 1,2008 -December 31,2013 
e. 
f. 

g&h. Toils Received Percent of Annual Requirements 

Beech ForlcProcessing, Inc., P.O. Box 190, Lovely, ICY 41231 
Bear Branch Mine in Lawrence County, KY, and the Spurlock LoadoutlMine in Floyd 
County, ICY 

February 5,2009 and August 30,2010. 
180,000 toils in 2008; 450,000 tons in 2009; 360,000 tons in 2010 and 2011; 210,000 tons 
in 2012; 120,000 in 2013. 

2008 0 0% 
2009 630,502 140% 
2010 300,524 looo/o":l' 

i. $82.00 FOB Plant. 
j. None 
k. $74.00 FOB Plant. 
+*Based on requirements through October 2010 

ICG, ELC (Contract No. 07-908) 
a. 
b. 
c. January 2,2007 
d. 
e. 

f. 

g&h. Year Toils Received Percent of Annual Requirements 

ICG LLC, 300 Coiporate Centre Drive Scott Depot, WV 25560 
Supreme Energy, Raven Mine, and Hazard Mine in I?Liott County, ICY 

January 2,2007 - December 31,2012 
September 29,2008. July 31,2009, July 15,2010, September 10,2010 and December 13, 
2010. 
120,000 tons in 2007; 240,000 per year in 2008 through 2010; 360,000 tons in 201 1. 
240,000 tons in 2012. 

2007 117,544 98% 
2008 196,336 82% 
2009 278,479 116% 

93 0/~:1' * .' 2010 186,515 
i. $48.00 FOB Railcar. 
j. None 
k. $52.75 FOB Railcar. 
**Based 011 requirements through October 201 0 
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CLIFFS LOGAN COUNTY COAL, LLC (Formerly INR-WV, Contract No. 08-900) 
a. 

b. 

c. February 27,2008 
d. May 1,2008 -December 31,2012 
e. 
f. 

g&h. m Tons Received Percent of Aiiiiual Requirements 

Cliffs Logan County Coal, LLC 1100 Superior Avenue East, 15fh Floor, Cleveland, OH 
441 14 
Toney’s Fork Mine iii Logan county, WV and other mines operated by the seller or its 
affiliates in Logan, Boone, or Wyoining County, WV 

December 15,2008, December 19,2008, Januaiy 26,2009, and November 30,2010. 
240,000 toils fioin May 1,2008 through December 31,2008; 465,000 tons in 2009 and 
360,000 toils per year in 2010 througli 2012. 

2008 135,564 5 6% 
2009 426,069 92% 
2010 345,273 1150/~:k% 

i. $70.00 FOB Railcar 
j. None 
IC. $72.00 FOB Railcar 
:T3ased on requireinelits through October 201 0 

KENTUCKY FUELS (Contract No. 10-902) 
a. 
b. 

d. 
e. None. 
f. 
g&h. Toils Received Percent of Annual Requiremeiits 

i. $75.00 FOB Plant 
j. None 
IC. $75.00 FOB Plant 
‘”“Based on requirements through October 20 10 

Kentucky Fuels Corporation, 189 Four Mile Branch, PO Box 130, Mousie, ICY, 41839 
Bent Mountain and Bevins Branch Mines, Pike Couiity, ICY 

October 1,20 10 through December 3 1,20 1 1 

60,000 tons fiom October through December of 2010; 420,000 tons per year for 201 1 

2010 19,389 970/~*% 

‘ c. November 15,2010 
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RHINO ENXRGY, LLC (Contract No. 10-900) 
a. Rhino Energy LLC, 424 Lewis Hargett Circle Suite 250, Lexington, KY 40503 
b. Bevins Branch Mine in Floyd County, ICY 
c. August 18,2010 
d. October 1 , 20 10 through December 3 1 , 201 3 
e. August 25,2010 
f. 30,000 tons from October through December of 2010; 480,000 tons per year for 201 1 

through 20 13. 
g&h. Toils Received Percent of Annual Requirements 

i. $73.00 FOB Plant 
j. None 
IC. $73.00 FOB Plant 
**Based on requirements through October 20 10 

2010 10,882 1 ogo/o:':* 

TRINITY COAL MARKETING, LLC (Contract No. 07-900) 
a. 
b. 

Trinity Coal Marketing LLC , 4978 Teays Valley Road, Scott Depot, WV 25560 
Levisa Fork Mine in Floyd County, ICY; Bear Fork Mine in Pike County, KY; Little Elk 
Mine in Breathitt, Knott, and Periy Counties, ICY; Falcon Resources Mine in Boone 
County, WV 

c. February 27,2007 
d. Januaiy 1 , 2007 - December 3 1 , 20 10 
e. March 20,2009, April 29,2009, June 26,2009, and April 27,2010. 
f. 120,000 tons in 2007; 240,000 per year in 2008; 200,000 per year in 2009; 290,000 per 

year in 2010 
g&h. Tons Received Percent of Annual Requirements 

2007 119,819 100% 
2008 184,793 77% 
2009 193,924 97% 
2010 2%57,003 1030/~** 
$45.95 FOB Railcar; $52.00 FOB Truck; $55.50 Barge 

$47.95 per ton FOB Railcar; $54.00 per ton FOB Truck; $57.50 per ton FOB Barge 

i. 
j. None 
IC. 
":*Based on requireinents through October 2010 



a. 
b. 

C. 

d. 
e. 
f. 
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TRTNITU COAL MARKETING, LLC (Contract No. 0'7-905) 
Trinity Coal Marketing LLC , 4978 Teays Valley Road, Scott Depot, WV 25560 
Prater Branch Mine in Floyd Couiity, ICY and Boone County WV; Falcon Resources Mine 
in Boone County, WV 
November 6,2007 
January 1,2008 -December 31,2012 
March 20,2009 (2 amendments), June 26,2009, April 27,2010, July 29,2010. 
71,252 (Actual) tons in 2008; 193,264 (Actual) tons in 2009; 144,045 (Actual) tons 
January through May 2010; 0 toils for June and July 20 10; 20,000 tons per month for 
August and September 2010; 30,000 tons in October 2010; 20,000 tons per inonth for 
November and December 2010; 30,000 tons per month for January through August 201 1; 
20,000 tons per month froin September through December 2012. 1,080,000 total tons 
under agreement. 

g&h. Year Tons Received Percent of Annual Requirements 
2008 71,253 59% 

2010 2 14,469 101%"" 
2009 191,900 99% 

i. 
j. None 
IC. 
""Based 011 requirements through October 201 0 

$47.00 FOB Railcar; $53.00 FOB Truck; $56.00 FOB Barge 

$50.50 FOB Railcar; $56.50 FOB Plant (Truck); $60.00 FOB Barge 

Page 6 of 6 
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ower Company 

Provide a schedule of the present and proposed rates that Kentucky Power seeks to change 
pursuant to 807 KAR 5:056, s h o w  in comparative form. 

RESPONSE 

The Company is not proposing a change to the current base fuel rate. 

WITNESS: Lila P Munsey 



WITNESS: Lila P Munsey 
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Kentucky Power Company 

REQUEST 

Provide a statement showing by cross-outs and italicized inserts all proposed changes in rates. A 
copy of the current tariff may be used. 

RESPONSE 

The Company is not proposing a change to the current base fuel rate. 
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Kentucky Power Company 

REQUEST 

a. State whether Kentucky Power regularly compares the price of its coal purchases with 
those paid by other electric utilities. 

b. If yes, state: 

(1) The utilities that are included in this cornparison and their location; and 
(2) How Keiituclcy Powers prices 'compare with those of the other utilities for the review 
period. Include all prices used in the comparison. 

RESPONSE 

a. Yes. Quarterly a review meeting is held with the American Electric Power Seivice 
Coi-poratioii (AEPSC) fuel procurement team and Kentucky Power in which the delivered 
cost of coal is compared with several utilities using two methods. The first method 
compares the data over a twelve-month rolling period and the second method compares 
the data over annual periods back to 2000. The data is from a variety of outside sources 
and therefore could contain errors, as well as inconsistencies between the data provided. 
This comparison is done strictly to provide a point of reference and no purchasing 
decisions are made based on the comparison. 

b. (1) and (2) The following table includes the utilities against which Kentucky Power 
compares its fuel prices in the quarterly meetings described above, as well as the 
location of those companies. The fuel cost data here was obtained from Velocity Suites 
which is a search engine that, in this case, used FERC Form 423 fuel cost infoimation for 
the period of May 2010 through October 2010. It should be noted that the data for 
Kentucky Power for July 2010 was not included due to an eiror, which repoi-ted the SO2 
content of the k e l  for that month as 11.57 lb SO2/MMI3TUy which is not accurate. 
Therefore the Kentucky Power fuel cost is a 5-month weighted average, while all other 
data is included as calculated weighted average costs for the utilities listed for the six- 
month review period. 
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This table shows that, for the companies included in the comparison, Kentucky Power 
has the second highest fuel costs for the review period. However, it should be noted that 
the fuel being delivered to these facilities may not be of the same quality or mixture as 
that being delivered to Kentucky Power. A review of the sulfur data shows that 
Kentucky Power purchased coal with the lowest s u l k  content of all of the coinpanies 
included in the comparison. 

I Duke Energy Kentucky 1 OH I 216 I 

WITNESS: Kimberly IC Chilcote 



IKPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 19 
Page 1 of 1 

List the percentage of Kentucky Power's coal, as of the date of this order, that is delivered by: 

a. Rail; 
b. Ti-uck; or 
c. Barge. 

For the pei-iod fiom May 1,2010 though October 3 1 , 2010, and including deliveries receipted 
through the date of the order in this case on January 26,201 1 , the following percentages detail 
the delivery methods for coal to ICeiituclcy Power's Big Sandy generation plant. 

a. Rail: 59% 
b. Ti-uck: 41% 
c. Barge: 0% 

WITNESS: IGmberly IC Chilcote 
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Kentucky Bower Company 

REQUEST 

a. State Kentucky Power's coal inventory level in tons and in number of days' supply as of 
October 3 1,2010. Provide this infoilnation by plant and in the aggregate. 

b. Describe the criteria used to deteimine number of days' supply. 

c. Compare Kentucky Power's coal inventory as of October 3 1 , 2010 to its iiiventory target for 
that date for each plant and for total inventory. 

d. If actual coal inventory exceeds inventory target by 10 days' supply, state the reasons for the 
additional inventory. 

e. (1) State whether Kentucky Power expect any significant changes in its current coal inventory 
target within the next 12 months. 

(2) If yes, state the expected change and the reasons for this change. 

FUCSPONSE 

a. As of October 3 1 , 201 0, Kentucky Power's actual coal inventory level was 245,752 tons, or 
24 days of supply. 

b. Days' supply is determined by dividing the tons of coal in storage by the full load bum rate 
(tons per day). 

245,752 tons in storage as of 10/31/2010 = 24 days 
10,300 (full load burn rate - tondday) 

c. As of October 31,2010, Kentucky Power Company's coal inventory was 6 days below its 
target. 

d. N/A 

e. No. 

WITNESS: IOinberly K Chilcote 
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a. State whether Kentucky Power audited any of its coal contracts during the period fiom May 
1,2010 to October 31,2010. 

6. If yes, for each audited contract: 
(1) Identify the contract; 
(2) Identify the auditor; 
(3) State the results of the audit; and 
(4) Describe the actions that Kentucky Power took as a result of the audit. 

RESPONSE 

a. Kentucky Power did not audit any of its coal contracts during the period fiom May 1 , 2010 to 
October 31,2010. 

b. N/A 

WITNESS: Kimberly K Chilcote 
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entucky Power 

a. State whether Kentucky Power has received any customer complaints regarding its FAC 
during the period from May 1,2010 to October 31,2010. 

b. If yes, for each complaint state: 
(1) The naiwe of the complaint; and 
(2) ICentucly Power's response. 

a. Kentucky Power did not receive any customer complaints regarding its FAC during the period 
from May 1,2010 to October 31,2010. 

b. NIA 

WITNESS: Lila P Munsey 
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a. State whether Kentucky Power is currently involved in any litigation with its current or 
former coal suppliers. 

b. If yes, for each litigation: 

(1) Identify the coal supplier; 
(2) Identify the coal contract involved; 
(3) State the potential liability or recovery to Kentucky Power; 
(4) List the issues presented; and 
(5)  Provide a copy of the complaint or other legal pleading that initiated the litigation and any 

answers or counterclaims. If a copy has previously been filed with he Com.missioii, 
provide the date on which it was filed and the case in which it was filed. 

c. State the current status of all litigation with coal suppliers. 

RESPONSE 

a. Kentucky Power is not currently involved in any litigation with its cw-rent or foimer coal 
suppliers. 

b. NIA 

c. NIA 

WITNESS: I k b e r l y  K Chilcote 
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List each written coal supply solicitation issued during the period May 1,2010 to October 3 1 , 
20 10. 

a. For each solicitation, provide the date of the solicitation (contract or spot), the quantities 
solicited, a general description of the quality of coal solicited, the time period over wlzich 
deliveries were requested, and the generating units(s) for which the coal was intended. 

b. For each solicitation, state the number of vendors to whom the solicitation was sent, the 
number of vendors who responded, and the selected vendor. Provide the bid tabulation sheet 
or coi-responding document that r d c s  the proposals. (This document shall identify all 
vendors who made offers.) State the reasons for each selection. For each lowest cost bid not 
selected, explain why the bid was not selected. 

RESPONSE 

During the period fiorn May 1, 2010 through October 31, 2010 there were two system cod 
supply solicitations issued during the review period by American Electric Power Service 
Corporation (AEPSC) that included some coal specifications .suitable for use by ICentucly 
Power. These were issued on July 19, 2010 (the July solicitation) and October 27, 2010 (the 
October solicitation). The details regarding each of these solicitations can be found in the 
following table: 
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Selected Vendor ICG LLC 

*The solicitations sent by the AEPSC were on behalf of multiple companies with differing fuel 
quality requirements. The number of vendors that responded to the solicitation does not 
necessarily mean that the fuel was of the  correct quality or delivery method for KPCo 
** The S. M. & J. agreements consisted of one spot purchase and one long-term coal sale 
agreement. 

The tabulated responses for the July solicitation are included in Attachment 24-1 (Confidential 
and Redacted Versions), and the justifications for the contracts resulting from that solicitation are 
included as Attachments 24-2,24-3,24-4, and 24-5. 

The tabulated responses for the October solicitation are included in Attachment 24-6 
(Confidential and Redacted Versions). The October solicitation resulted in an amendment 
extending 'the existing agreement with ICG, LLC. The justification for this amendment that 
'resulted from this solicitation is included as Attachment 24-7. 

WITNESS: Kimberly K Chilcote 
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Date: 
Subject: 

From: 

To: 

August 30,2010 
Coal Supply Agreement No. (CSA) 03-30-10-900, Amendment 2010-1 

Kentucky Power Company (Buyer) with Rhino Energy, LLC (Seller) 
K. K. Chilcote $$-(,., I 
1) J.T.-~% 

2) J. H. Sorrels aw, 
3) J. C. Bilardellop 

4) J. E. Jadwin & 
5) S .  M. DeBordmb 
6 )  T.R.Light & 
4) E.A.Vmiata 

c,, 

Contained witbin this justification package is an amendment to the above referenced CSA addressing 
the delivery of fuel into Kentucky Power Company’s Big Sandy Plant (the Plant). The proposed 
amendment with Seller is the result of the responses to the request for purchase solicitation dated July 
19,20 10 which requested offers by July 29,201 0. 

The procurement strategy for KPCo annually layers supply agreements into the existing supply 
portfolio to meet a pre-established c o d t t e d  target level. The committed target level is balanced 
with the need to maintain a specific inventory level at the Plant. Prior to the solicitation the Plant was 
below both the committed and inventory target levels for the years 201 0 through 20 13 and purchases 
were required to meet both target levels. The proposed amendment provides for 30,000 toris to be 
delivered in year 20 10 and 120,000 tons to be delivered in yeTs 201 1 through 201 3 as can be seen on 
the inventory projections (Tab A) as “In Progress.” It should be noted the original CSA purchase of 
360,000 tons per year also appears as “In Progress.” The table below shows the Plant7s total annual 
tonnage commitments for all existing agreements along with the proposed agreement compared to the 
projected consumption. Also, included is the remaining open position reflected both in total tons and 
as a percentage of the total position .versus the pre-established committed target percentages for the 
referenced year. 

(Tonnages reflected in thousands) 
Anticipated consumption 
Previously committed purchases 
Remaining open position before agreement 
Proposed Rhino Energy, LLC Agreement 
Remaining open position after agreement 

Committed positon reflected as % of needs 

Committed Target % 

2011 2012 
1,940.7 2,617.9 
1,720.0 1,170.0 

220.7 1,447.9 
120.0 120.0 

100.”/1,327,9 
104.1% 56.2% 

90.0% 75.0% 

2013 
2,061.9 

520.0 
1,541.9 

120.0 
x.421.9 
39.8% 

60.0% 
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Kentucky Power Company 
Fuel Purchase Order 03-30-10-002, Amendment 2010-1 

A review of the July 19,2010 solicitation showed Seller to be the next to lowest cost supplier on a 
present value basis for the fourth quarter of 20 1 0 and also for years 20 1 1 through 20 13. The 
additional tons will deliver to the Plant over the 2010 term for a weighted.average cost of 306.48 
$/&tu and for the term of 201 1 through 2013 for a weighted average cost of 301.43 $ / d t u ,  both 
on a quality adjusted, present value basis. The table below shows the delivered cost for the other 
suppliers who participated in the RFP for both the spot and term deliveries. 

2010 Offer Summary 201 1-2013 Offer Summary 
Quality 

Delivered 
Adj, 

i 
The additional coal will be added into the current agreement volume making the monthly obligation 
40,000 tons. Also the two prices will be combined on a weighted average basis to detemiine the new 
pricing for the contracted tons. 

In conclusion, IQCo will continue to adhere to its procurement strategy with the execution of the 
proposed amendment. For the reasons stated above the proposed amendment is recommended for 
addition into the current portfolio for the Plant Attached in Tab B are two copies of the amendment. 

Please approve by initialing this cover memo and forwarding the package to the next addressee. 

2 
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Date: 

Subject: 

From: 
To: 

September 29,20 10 

Coal Supply Agreement (CSA) 03-30-10-901 
Kentucky Power Company (Buyer) with S .  M. & J., Inc. (Seller) 
K. K.’CliilecE&& 

1) J.TLRudfd% 

Contained witbin this justification package is a proposed CSA addressing the delivery of fuel into 
Buyer’s Big Sandy Plant (the Plant). The proposed CSA With Seller is the result of the responses to 
the request for purchase solicitation dated July 19,2010 which requested offers by July 29,2010. 

The procurement strategy for Buyer annually layers supply agreements into the existing supply 
portfolio to meet a pre-established committed target percentage. The committed target percentage is 
balanced with the desire to maintain a specific inventory level at the Plant. Prior to the solicitation the 
Plant was below both the desired committed percentage and inventory target level for the years 201 1 
through 2013. Consequently, purchases were pursued to meet both target levels. The proposed CSA 
provides for 240,000 tons to be delivered annually in years 201 1 through 2013. The tons would fill a 
portion of the “Open” position as can be seen on the inventoq projections in the “Not Committed” 
section (Tab A). The addition of the proposed purchase will cause Buyer to be over the 201 1 target 
for both the committed percentage and the end of the year inventory target. Coal is required in the 
beginning of 201 1 to meet the Plant’s consumption and target levels, however at the end of 201 1 an 
extended outage causes consumption to be reduced and inventory to rise causing the inventory level to 
be over the targeted level. The table on the next page shows the Plant’s total exisfing annual tonnage 
commitments along with the proposed agreement compared to the projected consumption. Also, 
included is the remaining open position reflected both in total tons and as a percentage of the total 
position versus the pre-established committed target percentages to be achieved for the referenced 
year. 
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(Tonnages reflected in thousands) 2011 2012 2013 
Anticipated consumption 1,940.7 2,617.9 2,061.9 

1.720.0 1,170.0 520.0 Previously committed purchases 
Remaining open position before agreement 220.7 1,447.9 1,541.9 
Proposed S. M. & J. Agreement 240.0 240.0 240.0 
Remaining open position afeer agreement (1931. 1.207.9 1.301.9 

Committed positon reflected as % of needs 107.2% 58.4% 42.1% 

Committed Target % 90.0% 75.0% 60.0% 

' 

A review of the July 19,201 0 solicitation showed Seller to be the lowest cost supplier on a present 
value basis for years 201 1 through 2013 (Tab €3). The CSA will provide for coal deliveries to the 
Plant over the term of the agreement for a weighted average cost of 292.00 #/mtnBtu on a quality 
adjusted present value basis. 

The proposed CSA has a tenn through 2013, with fixed pricing through the tenn. The specifics of the 
agreement are noted below: 

S. M. c& J., I ~ c -  03-30-10-901 

Term: 
QUatltity: 
Contract Quality: 
Delivery Mode: Truck 
Pricing (per ton): 

January 1,2011 through December 31,2013 
20,000 tons per month January 1,2011 through December 31,2013 
12,000 BtUnb; 1.60 # SOgh.ml3tu; 12.00% ash 

$78.15 per ton January 1,2011 through'December 31,2013 

Seller is not currently supplying coal to the Plant so the addition of this agreement increases the 
diversity of suppliers and will strengthen the supplier base for Buyer. 

In conclusion, Buyer will continue to adhere to its procurement strategy with the execution of the 
proposed CSA. For the reasons stated above the CSA is recommended for execution and inclusion 
into the current portfolio for the Plant. Attached in Tab C is the copy of the CSA for signature. 

Please approve by initialing this cover memo and forwarding the package to the next addressee and 
finally to Mr. Light for his redew and approval of the proposed agreement. 

2 
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Date: September 

KPSC Case No. 2010-00490 
Order Dated January 26,201 1' 
Attachment 24-4 (S.M.&J. Spot) 
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1., 201 
Subject: Fuel Purchase Order (FPO) 03-30-10-001 

Kentucky Power Company (Ehyer) with S. M. & J., Inc. (Seller) 
From: R.K.Chilcote + t 

To: 1) J. T. -€twk ,',77)C7 
2) J- 
3) J , - a o S  

5)---§:MTDeEforb**?= 
4) * 08 
6) E.A.Vmiata 

Contained Within this justification package is a proposed FPO addressing the delivery of fuel into 
Buyer's Big Sandy Plant (the Plant). The proposed FPO with Seller is the result of the responses to 
the request for purchase solicitation dated July 19,2010 which requested offers by July 29,2010. 

A review of the position for the Plant showed that coal would need to be purchased in calendar year 
201 0 to meet the Plant consumption and maintain the inventory target level. "lie Plant position with 
the proposed FPO is illustrated in the table below. 



. , .. . . . 

Kentucky Power Company 
Fuel Purchase Order 03-30-10-001 

KPSC Case No. 2010-00490 
Order Dated January 26,201 1 
Attachment 24-4 (S.M.&J. Spot) 
Page 2 of 2 

A review ofthe July 19,2010 solicitations showed there were four spot offers available for purchase. 
The proposed offer fiom Seller was the lowest cost offer for the September to December 2010 period. 
The coal fiom Seller wiU deliver to the Plant over the 2010 term for a cost of 302.20 #/mmBtu a 
quality adjusted basis. The table below shows the offer fiom Seller in comparison to the others fkom 
the solicitation. 

I 4 80.05 333.53 

The specifics of the FPO &e noted below. 

S.  M. &'J., I~c. - 03-30-10-001 

Term: . September 1,2010 through December 31,2010 
Quantity: 

Delivery Mode: Truck 
Pricing (per ton): 

65,000 tons over the Term 
FPO Qual@: 12,000 Btuflb; 1.60 # SOz/mmBtu; 12.00% ash 

$71 -95.00 per ton for the Term 

Seller is not currently supplying coal to the Plant so'the addition ofthis agreement increases the 
diversity of suppliers and will strengthen the supplier base for ISPCo. 

In conclusion, the addition of the proposed FPO will allow Buyer to fill a portion of the 201 0 open 
position. For the reasons stated above the proposed amendment is recommended for addition into the 
current portfblio for the Plant. Attached in Tab B is the proposed FPO. 

Please approve by initialing this cover memo and forwarding d e  package to the next addressee. 

2 
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Date: 

Subject 

From: 

To: 

August 16,2010 

Fuel Purcliase Order (FPO) 03-30-10-002 

Kentucky Power Company (Buyer) with Alpha Coal Sales Co., LLC (Seller) 

K. K. Chilcote-~~ C J 

1) k T . - W *  LZ. 
2 1 - w  

4) E.A.Vannata 

Contained within this justification package is a FPO addressing the delivery of fuel into Kentucky 
Power Company’s Big Sandy Plant (the Plant). The proposed agreement with the Seller is the result 
of the responses to the request for purchase solicitation dated July 19,2010 which requested offers by 
July 29,2010. 

There were originally four 2010 spot offers for review from the solicitation. Further discussions with 
the four suppliers revealed two of the offers were no longer available. The volume of coal available’ 
j2om the remaining two suppliers would not fill the Plant’s current open position of 124,500 tons in 
2010. Additional coal would be required to meet the Plant’s comumption and inventory target level 
for the year. The inventory level and purchase fiom Seller are illustrated within the table below. 



8 
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Because the volume of coal ava2able for purchase was less than needed by Buyeqthe two suppliers 
that had agreed to supply coal were approached about providing additional volumes of coal. Neither 
supplier had additional tons available for the fourth quarter of 2010. Simultaneously Seller contacted 
Buyer inquiring about the possibility of submitting a bid late. Buyer weighed the current situation and 
the need for additional coal to meet the inventory target and permitted Seller to submit a bid for coal to 
be delivered in the fourth quarter of 2010. Of the original offers submitted on July 29, two of the 
offers would deliver to the plant for less than the Seller’s offer and two of the offers would deliver to 
the plant for more than Seller’s offer, as illustrated within the table below. It should be noted that the 
offers fiom Suppliers 3 and 4 were the offers no longer available. 

2010 Offer Summary 
I Quality Adj, I 

4 80.05 3.34 I 

Because the Plant requires additional coal to meet the inventory target for 2010 and the tonnage offer 
provided by Seller is one of the lowest cost options available, Buyer proposes to enter into a FPO with 
Seller for the remainder of 2010. 

The proposed FPO has a term of four months, with fixed pricing through the term. The specifics of 
the agreement are noted below: 

Alpha Coal Sales Coy LLC - 03-30-10-002 
, . . . . . . 

Term: 
Contract Quantity: 
Contract Quality: 
Delivery Mode: Truck 

September 1 to December 31,2010 
40,000 tons in 2010 
12,000 Btu/lb; 1.60 # SOdmmBtu; 12.00% ash 

Pricing (per ton): . $74.00 - 2010 

Seller is not currently supplying coal to the Plant so the addition of this agreement increases the 
diversity of suppliers and will &engtheii the supplier base for KpCo. 

For the reasons stated above the proposed FPO is recommended for addition into the current portfolio 
for the Plant. Attached in Tab A are two copies of the FPO. 

Please approve by initialing this cover memo and forwarding the package to the next addressee. 

2 
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Date: 

Subject: 

F1.om: 
To: 

December 1,2010 

Coal Supply Ageement (CSA) 03-30-07-901, Amendment 2010-3 

Kentucky Power Company @Buyer) with ICG, LLC (SelIer) 

I<. I<.. Chil&@ 

Contained within this justification package is a proposed amendment to the CSA addressing the 
deliveIy of fuel into Buyer’s Big Sandy Plant (the Plant).. The proposed amendment to the CSA with 
Seller is the result ofthe responses to d e  request for purchase solicitation dated October 27,ZO 10 
which requested offers by November 4,2010.. 

The procurement stmtegy for Buyer‘ annually layers supply agreements &to the &xisting supply 
por.tfolio to meet a pre-established committed target percentage.. The committed target percentage is 
balanced with the desire to maintain a specific inventory level at the Plant. Prior to the solicitation the 
Plant was below both the desked committed percentage and inventory tatget level for both years 201 1 

’ and 2012, Consequently, purchases were pursued to meet both target levels.. 

The proposed amended CSA provides for. & additional 120,000 tons to be delivered 6om Janua~y to 
.June of201 1 (the final yew ofthe original CSA) and 240,000 tons to be delivered in year 2012, 
adding one additional year to the CSA. The tons would fill a portion ofdk ‘‘Open’y position as can be 
seen on the inventory proj ections in the ‘Wot Committed” section (Tab A), The addition ofthe . 
proposed purchase will cause Buyer to be over the 20 1 1 target for both the committed percentaie and 
the end ofthe year inventory target.. Additiohal coal is required in the beginning of2pll to meet the 
Plant’s consumption and target levels, however at the end of201 1 an extended outage causes 
consumption to be reduced and inventory to rise causing the inventory @el to be over the targeted 

. level., 

The table on the next page shows the Plant’s total existing annual tonnage commitments dong with 
the proposed agreement compared to the projected consumption. Also,.included is the r&naining 
open position ref2 ected both in total. tons and as a percentage oftthe total position versus the pre- 

’ 

. .  * .  
, established committed target percentages to be achieved for the ref6renced year:. 
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(Tonnages reflected in thousands) 2011. 20312 
Anticipated consumption 265X 1 26775 
Previously committed purchases 2540.0 1530.0 
Remaining open position before agreement 113.1 1147..5 
Proposed ICG Amendment 120.0 240.,0 

Committed positon reflected as % of needs 100..3% 66.1% 

Remaining open position after agreement (6.9) 907.5 

Committed Target % 100..0% ' 90..0% 

A review ofthe October 27,2010 solicitation showed Sellei to be one ofthe lowest cost suppliers on a 
present value basis fox yeas  201 1 and the lowest cost supplier. for 2012 (Tab B). Buyer required tons 
to meet its obligation in only the Grst six months of201 1 and Seller ogered that exact term in their 
proposal, thus the offer from Seller was chosen ovexthe otheI low cost offer that delivered tons 
tl~~oughout the entire year of201 1 ., Also, by taking additional rail. deliveIies under the proposed 
amended CSA the rail agreement volume comrnifment for 201 1 is met, eWat ing  the liquidated 
damage charges under the rail agreement.. The amended CSA will. provide for the additional coal 
deliveIies to the Plant in 2011 at a weighted average cost of294.00 $/mm.Btu and for the 2012 
delivelies at a weighted average cost of'307..24 $/rmriBhr, both on a quality adjusted, present value 
basis.. 

For the Teasons stated above the amendment is recommended for execution and inclusion into the 
cmrent portfolio for the Plant., Attached in Tab C is the copy ofthe amendment fox signature 

Please approve by initialing tl6s cover memo and foxwading the package to the next addressee.. 

2 
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KPSC Case No. 2010-00490 
Commission Staffs First Set of Data Request 

Order Dated January 26,2011 
Item No. 25 
Page 1 of1  

r Company 

List each oral coal supply solicitation issued during the period fi-om May 1,20 10 to October 3 1, 
2010. 

a. For each solicitation, state why the solicitation was not written, the date(s) of the solicitation, 
the quantities solicited, a general description of the quality of coal solicited, the time period 
over which deliveries were requested, and the generating unit(s) for wlzicli the coal was 
intended. 

b. For each solicitation, identify all vendors solicited and the vendor selected. Provide the bid 
tabulation sheet or other document that ranlcs the proposals. (This document shall identify all 
vendors who made offers.) State the reasons for each selection. For each lowest cost bid not 
selected, explain why the bid was not selected. 

RESPONSE 

Kentucky Power did not issue any oral solicitations for coal during the period fiom May 1,2010 
to October 31,2010. 

WITNESS: ISimberly I< Chilcote 



For the period fiom May 1,2010 to October 3 1,2010, list each vendor from whom coal was 
purchased and the quantities and nature of each purchase (e,g., spot or contract). Provide the 
percentage of purchases that were spot versus contract. 

RESPONSE 

The table below lists each vendor fiom whom coal was purchased under contract by Kentucky 
Power Company and the quantities and nature of each purchase from May 1,201 0 though 
October 31,2010. 

WPTNESS: Kimberly IC Chilcote 

KPSC Case No. 2010-00490 
Commission Staff% First §et Data Request 

Order Dated January 26,2011 
Item No. 26 
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entucky Power Company 

REQUEST 

For the period from May 1,2010 to October 3 1,2010 list each vendor fiom whom natural gas 
was purchased for generation and the quantity and nature of each purchase (e.g., spot or contact). 
Provide the percentage of purchases that were spot versus contract. 

RESPONSE 

Kentucky Power did not purchase natural gas for generation during the period fiom May 1,20 10 
to October 31,2010. 

WITNESS: Kirnberly K Chilcote 



MPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 28 
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For each generating station or unit for which a separate coal pile is maintained, state for the 
period from May 1, 2010 to October 31, 2010 the actual amount of coal burned hi tons, actual 
amount of coal deliveries in tons, total kWh generated, and actual capacity factor at which the 
plant operated. 

RESPONSE 

Big Sandy Statistics for the Period 
Mav 1,2010 to October 319 2010 

Coal Burned: 1,298,73 1 tons 

Coal Delivered: 1,077,322 tons 

Total Generated: 3,224,860,000 lwh 

Capacity Factor: 67.85% 

WITNESS: Aaron M Sink 
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REQUEST 

a. During the period from May 1,201 0 to October 3 1 , 201 0, have there been any changes to 
Kentucky Power's written policies and procedures regarding its fuel procurement? 

b. Ifyes, 

(1) Describe the changes; 
(2) State the date(s) the changes were made; 
(3) Explain why the changes were made; and 
(4) Provide the written policies and procedures as changed. 

c. If no, provide the date when Kentucky Power's current fuel procurement policies and 
procedure were last changed, when they were last provided to the Commission, and identify 
the proceeding in which they were provided. 

RESPONSE 

a. No. There were no changes to Kentucky Power's written policies and procedures regarding 
fuel procurement during the period fvom May 1 , 2010 to October 3 1,2010. 

b. Not applicable. 

c. The last update to the procurement policy for American Electric Power (the procurement 
agent for Kentucky Power) was performed in September of 2004. This Coal Procurement 
Policy was last provided to the Comission on February 25,2005 in KPSC Case No. 2004- 
00463 as Supplemental Attachment Item No. 3. 

WITNESS: Kimberly IC Chilcote 
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entncky Power 

a. State whether Kentucky Power is aware of any violations of its policies and procedures 
regarding fuel procurement that occurred prior to or during the period from May 1 , 20 10 to 
October 31,2010. 

b. If yes, for each violation: 
(1) Describe the violation; 
(2) Describe the action(s) that Kentucky Power took upon discovering the violation; and 
(3) Identify the person(s) who comitted the violation. 

RESPONSE 

a. No. Kentucky Power is not aware of any violations of its policies and procedures regarding 
fuel procurement prior to or during the period fiom May 1 , 20 10 through October 3 1,201 0. 

b. NIA 

WITNESS: Kimberly K Chilcote 
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ower Company 

Identify and explain the reasons for all changes in the organizational struchue and personnel of 
the departments or divisions that are responsible for Kentucky Power's fuel procurement 
activities that occurred during the period from May 1,2010 to October 3 1,2010. 

RESPONSE 

The following text was talcen fiorn a news stoiy on AEP's internal web site. This article 
identifies and explains organizational changes made to the Fuel Emissions & Logistics 
organization which were announced via this article on July 19,2010. 

Tim Light, senior vice president - Fuel, Emissions and Logistics (FEL), has announced 
organization changes as a result of recent work force reductions, and realignment of functions 
and reporting changes in the Generation organization announced by Nick duns ,  executive vice 
president - Generation. 
"The focus on efficiency and streanlining our processes provided a great oppoi-tmity to realign 
certain fiuictions under the FEL Senior Management Team to absorb the reductions in work 
force," Light said. "We are moving toward more of a coinrnodity-based grouping of procurement 
fiuictions to gain efficiencies and combining some of the operational groups to complement 
ongoing safety initiatives. 
"Additionally, ow objective is to continue to provide excellent customer seivice to the utilities 
we serve and ensure we are providing reliable supplies of the fuel and consunables needed to 
meet operational and environmental requirements at competitive prices. We strongly believe this 
new organization will achieve these objectives." 
The changes entail moving the West Utilities nahual gas and he1 oil procurement fiuiction fioin 
Dallas to Columbus and combining the East and West procurement teams, combining the East 
and West Utilities coal procurement fwnctions and combining the East and West Utilities land 
and mineral development functions. 

I 

! 
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Marguerite Mills, vice president - Fuel Procurement, will be responsible for all natural gas and 
fuel oil procurement, alteiiiativehenewable fiiel procurement, reagents and consumables, and ash 
marketing. Repoi-ting to Mills will be Ken Howsen, director - Gas & Oil Procurement; Ashley 
Weaver, manager - Alternative Fuels; and Greg Keenan, manager - Reagents & Coal 
Combustion Products. Mills was previously vice president - Fuel Procurement for the West 
Utilities. 
Mike De Bord, vice president - Fuel Procurement, will be responsible for all coal procuremelit 
and rail transportation activities including field representation and quality assurance. Repoi-ting 
to De Bord will be Jason Rusk, director - Coal Procurement; Charles West, manager - Fuel 
Emissions and Logistics; and Jeff Dial, manager - Fuel Emissions and Logistics. De Bord was 
previously vice president - Transpoi-tatioii and Combustion Services. 
On the operations side, the Dolet Hills, Oxbow and Pirley ininbig-related activities will be 
combined with the Cook Coal Teixkal, Metropolis Rail Car Facility, Alliance Rail Car Facility, 
Conesville Coal Preparation Plant and the Central Coal Lab. Jim Hemy, vice president - FEL 
Operations and Mining, will be responsible for these activities, as well as the combined land and 
mineral development team. Repoi-ting to Hemy will be Dennis Meyer, general manager - Dolet 
Hills; Jim Garrett, managing director - FEL Operations; and the director of Land and Mineral 
Development. Henry was previously vice president - Fuel Procurement for the East Utilities. 
Mark ISnoy, vice president - Boat Operations and president of AEP River Operations, will 
maintain his current responsibilities for both the barge delivery of coal and reagents to AEP's 
power plants and for all of the commercial barge operations. Repoi-ting to Ihoy  will be Keith 
Darling, managing director - Boat Operations; Robei-t Blocker, director - Marketing Services and 
Business Development; Mark Stoppel, director - Sales & Logistics; Paul' Tobin, director - 
Administration; Tlioinas Palmnbo, director - Accounting & Finance; and Darlene Norris, 
manager - River Operations Plsuming & Budgeting. 
Eric James, managing director - Fuel Analysis & Emissions, will also maintain his current 
responsibilities and pick up forecasting, structuring and, effective August 1 , contract 
administration. Repoi-ting to James are Holly Turner, manager - FEL Repoi-ting & Analysis; 
Karen Anderson, manager - Forecasting & Emissions; Amy Jefiies, manager - Stiucturing; and 
Joe Billardello, manager - Fuel Contract Administration. 

w771TmSS: IGrnberly K Chilcote 
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emtucky Power Company 

a. Identify all changes that Keiituclcy Power made during tlie period from May 1 , 20 10 to 
October 31,2010 to its maintenance and operation practices that affect fuel usage at ICentuclcy 
Power’s generation facilities. 

b. Describe the impact of these changes on Kentucky Power’s fuel usage. 

RESPONSE 

a. During this review period, Big Sandy made no changes to operation or maintenance practices 
that affected fuel usage. 

b. NIA 

WTNIESS: Aaron M Sinlc 
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entucky Power Company 

a. List all intersystem sales during the period fiom May 1,20 10 to October 3 1,20 10 in 
which Kentucky Power used a third party's transmission system. 

b. For each sale listed above: 

(1) Describe how Kentucky Power addressed, for FAC reporting purposes, the cost of 
fuel expended to cover any line losses incurred to transmit its power across the third 
party's transmission system; and 

(2) State the line loss factor used for each transaction and describe how such line loss 
factor was determined. 

a) &, (b) For the period May 1,2010 to October 31,2010: 

Beginning on June 1, 2007, based on FERC Order ELO6-055, PJM modified the 
Locational Marginal Pricing (LMP) pricing approach to calculate transmission line loss 
costs on a marginal basis. The new LMP calculation will now reflect the full marginal 
cost of serving an increment of load at each bus fiom each resource associated with ari 
eligible energy offer. The LMP price will be the sum of three separate components: 
System Energy Price, Congestion Price and Loss Price. Therefore, each spot market 
energy customer will now pay an energy price that includes the full marginal cost of 
energy for delivering ai increment of energy to the purchaser's location. Market buyers 
are assessed for their incremental impact on transmission line losses resulting fiom total 
load scheduled to be served from the PJM Spot Energy Market in the day-ahead energy 
market at the same day-ahead loss price applicable at the relevant load bus. 

Market sellers are assessed for their incremental impact on transmission line losses 
resulting fiom energy scheduled for delivery in the day-aliead market at the day-ahead 
loss prices applicable to the relevant resource bus. 

Transactions are balanced in the real-time market using the same calculation, but are 
based on deviation at each bus fiom the day-ahead using the real time loss price. 

WITNESS: Lila P Munsey 
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Describe each change that Kentucky Power made to its methodology for calculating intersystem 
sales line losses dwing the period fiom May 1,20 10 to October 3 1.201 0. 

RESPONSE 

Please see the Company's response to Item No. 33. 

WTNESS: Lila P Munsey 
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entucky Power 

State whether Kentucky Power has solicited bids for coal with the restriction that it was not 
mined through strip mining or mountain top removal. If yes, explain the reasons for restriction 
on the solicitation, the quantity in toils and price per ton of the coal purchased as a result of this 
solicitation, and the difference between the price of this coal and the price it could have obtained 
for the coal if the solicitations had not been restricted. 

RESPONSE 

No. Kentucky Power has not solicited bids for coal with the restriction that it was not mined 
through strip mining or mountain top removal. 

WITNESS: Kimberly K Chilcote 



KPSC Case No. 2010-00490 
Commission Staff's First Set of Data Request 

Order Dated January 26,2011 
Item No. 36 
Page 1 of 2 

elntucky Power Company 

State whether any PJM costs were included in Kentucky Power's monthly FAC filings during the 
period from May 1 , 201 0 to October 3 1 , 20 10. If yes, state the type and amount of the costs. 

RESPONSE 

Yes. The total PJM net energy cost included in IWCo's monthly FAC filiiigs for the six-month 
period ended October 3 1 , 2010, was $1,329,190. These PJM net energy costs are exclusive 
of any capacity or demand charges (or other PJM charges or costs). The energy associated with 
the PJM net energy costs included in the monthly FAC is purchased on an economic dispatch 
basis and recorded in FERC Account 15 1. 

Kentucky Power's full requirement customers include Olive Hill, Vancebwg, and the Kentucky 
retail customers. As demonstrated in the table on page 2 of this response, the total Ml 
requirement customers' actual fuel cost for the six-month review period ended October 3 1 , 20 10 
was $85,971,361 (Total Column 2). KPCo's PJM net energy costs for the six month period 
ended October 31, 2010 totaled $7,990,209 (Total Column 3). IQCo full requirement 
customers' share of PJM net energy costs for the six-month period ended October 3 1 , 201 0, and 
included in the monthly filings under review were $1,329,190 (Total Column 4). 

The source document for columns 3 and 4 below is the ECR repoi-t, which is filed monthly with 
the Company's back-up filings. More specifically, the amounts come fi-om C o l m  CP, Item 44 
fioin within the previously filed ECR repoi-ts. 



MonthNear 

May 20 10 

June 2010 

July 20 10 

August 2010 

September 201 0 

October 20 10 

Total 

Total Full Reqniremenl 
Customers' Actual Fuel 

Cost 

$1 3,301,162 

$14,484,426 

$14,550,62 1 

$1 5,111,901 

$14,682,959 

~ $1 3340,292 

~ $85.971,361 
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KPCo Total Actual Customers' PJM 

$7,990,209 I $1,329,190 

WITNESS: Lila P Munsey 
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hi its most recent two-year case, Case No. 2008-00518, the roll-in of fuel costs into Kentucky 
Power's base rates was approved using a "flash cut" approach, which resulted in an immediate 
change fioin its tlien-existing base fuel costs to its new base fuel cost, rather than a "transitional 
approach" in which the first month's fuel costs is an average of the old and new base fuel cost. 
Kentucky Power also indicated its preference that any change in base rates be approved on'a 
"bills rendered" basis rather than a "service rendered" basis. If the current FAC review results in 
changes to its base rates, does Kentucky Power continue to prefer the same "flash cut" approach 
on a "bills rendered" basis as authorized in the previous 2-year case? Explain. 

RESPONSE 

The Company proposes no change in the present base cost of fuel for the upcoming two-yea 
period. However if a base rate change is required, IQCo does not believe it is appropriate to use 
the "flash cut" approach as explained at the April 4, 2008 informal conference in Case Nos. 
2007-00276 and 2007-00522. The Company still believes that the "bills rendered" approach is 
appropriate. 

WITNESS: Lila P Munsey 


