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I N  THE MATTER OF: 

'THE APPLBCATBON OF ENTUCKY POWE COMPANY FOR: ) 

I'IIIT~HORIZ~NG THE TRANSFER TO THE COMPANY OF AN ) 
(JNCBiVIDED FIFTY PERCENT INTEREST IN THE MIITCHELII, ) 
GENERATBNG STATION AN ASSOCIATED ASSETS; ( 2 )  APPROVAL ) 
OF THE ASSUMPTION BY KENTUCB<'I[ POWER COMPANY OF 1 
CERTAIN LIABILITIES I N  CONNECTION WITH THE TRANSFER OF) 
' W E  MITCHELL GENERATING STATION; (3)  DECLARATORY ) CASE NO. 201 2-130578 
RULINGS; (4) DEFERRAL OF COSTS INCURRED IN CONNECTION ) 
WITH THE COMPANY'S EFFORTS TO MEET FEDERAL CLEAN AIR) 
ACT AND RELATED R E ~ ~ ~ ~ E M E N ~ S ;  5) FOR ALL OTHER ) 
REQUlRED APPROVALS AND RELIEF ) 

( I )  A CERTIFICATE OF PUBLIC CONVENIENCE A N  NECESSITY ) 

I[<ENTUCK'JI POWER COMPANY 

ATTORNEY GENERAL'S SUPPLEMENTAL SET OF DATA REQUESTS 



The undersigned, Karl R. Bletzaclter, being duly sworn, deposes arid says he is Director, 
Fuiiclanieiital Analysis for American Electric Power, that lie has personal knowledge of 
the inatters set forth in the foigoing responses for which he is the identified witness and 
that the informatioil contained therein is true and correct to the best of his information, 
knowledge, and belief. 

STATE OF OHIO j 

COUNTY OF FRANKLIN 1 
j CASE NO. 2012-00578 

Subscribed and sworn to before me, Notary Public in aiid before said County 
aiid State, by Karl R. Bletzaclter, this the \ 4 clay of March 2013. 



The mdersigned, 1Ca.d A. JhkDermoti, being duly SWQIX, deposes aid says he is the 
Special Consultant with NElU- that fie has persoiial kuiowledge 0-f the matters set forth in 
the forgoing responses Tor v&icli he is the identiiied witness and hat  the idomation 
contained therein is 'ax a id  correcl io tlie best or' his infomalion, lciiovdedge, m d  belief 



The undeisigned, Johii M. McManus, being duly swoim, deposes and says he is Vice 
President Environmental Services for American Electric Power, that he has personal 
Itnowledge of the matters set forth in the forgoing responses for which he is the identified 
witness and that the information contained therein is true and correct to the best of his 
information, knowledge and belief 

STATE OF OHIO 

COUNTY OF FRANKLIN 

) 
) CASE NO. 2012-00578 
1 

Subscribed and sworn to before me, a Notary Public in and before said County 
and State, by Jolin M. McManLis, this the // day of March 2013. 

L 

My Commission Expires: 



The uiidersigiied, Gregoiy 6. Pauley, being duly sworii, deposes aiid says he is the 
Pi esideiit aiid Chief Operating ORicer for Kentucky Power Coiiipaiiy, that he has 
peisonal knowledge or  tlie iiiatters set forth in tlie forgoing responses for which he IS the 
iclenti lied witness aiid that the information contained tliereiii is true aiid coi 1 cct to the besl 
of his 1nf011~1ation, lmowledge aiid belief 

Gregory G. P h l e  0 

C O MM ON WE A L,TI-I O F I< ENTI J C I< Y ) 
) CASE NO. 2,012-00S78 

COTJNTY OF FRANKLIN 1 

Subscribed aiid sworn to before me, a Notary Public in and befoie said County 
and State, by Gregory G. Pauley, this the clay of Marc11 2013. 



The undersigned, Scott C. Weaver, being duly swoiii, deposes and says lie is Managing 
Director Resource Planning and Operation Analysis for American Electric Power, that he 
has personal luiowledge of the niatters set forth in the forgoing responses for wliicli he is 
the identified witness and that the inforination contained tliereiii is true and correct to tlie 
best of his information, luiowledge and belief 

STATE OF OHIO 

COUNTY OF FRANKLIN 

) 

1 
) CASE NO. 2012-00578 

Subscribed and swoi-n io before me, a Notary Public in arid before said Couiity 
and State, by Scott C. Weaver, this tlie /+> day of March 2013. 



The uiiclersigned, Raiiie I<.. Woludias, beiiig duly sworn, deposes aiid says he is the 
Managing Director Regulatory aiid Finance for Kentucky Power, that he has personal 
knowledge of the matters set forth in the forgoing respoiises for which lie is the identil-iecl 
witiiess aiirl that the iixforiiiatioii coiitaiiied therein is true aiid correct to the l x s ~  of his 
i nl-bi-iiiatioii, kiiowledge, and belief 

" Y  

Raiiie I<. Woliidias 

COMMONWEALTH OF I<XNTUCI<Y ) 
) CASE NO. 2012-00.573 

comn OF FRANKLIN ) 

Subscribed aiid sworn to before me, a Notary Public in and before said Coiinty 
aiid State, by Raiiie I<. Wolmlias, this the / 8  G a y  of March 2013. 



KPSC Case No. 2012-005'98 

Item No. I 
Page 1 of P 

Refereiice the applicaiits' response to AG 1-4. Why will tlie applicant iiot agiec lo liavc 
sliaieholders absorb any traiisactioii costs siiice it is a transleer casc, as iiotetl 111 thc 
coiiipaiiy's response to AG 1-S? 

Tlie Coiiipaiiy has worked to minimize costs, iiicludiiig any tax consequences associated 
with the Transfer and Assuiiiptioii Transaction. However, as with any type ol business 
transaction entered iiito to provide service to tlie Company's custoiiieis, whether an  asset 
purchase, transfer, or power purchase agreemelit, the expenses associated \vi 111 the 
proposed Mitcliell transfer are a legitiiiiate cost of service, just like ope1 atioii nucl 
iiiaiiiteiiaiice expenditures, and are appropriately recovered in rates from our customers 

NESS: Raiiie IC Woliidias 



Referelice the applica~it’s respoiise to AG 1-6 and 1-7. Please explain in tlctail the 
applicant’s statement that existing “eiiviroimieiital periiiits aiid licenses lor the hilitchell 
Plant. .would iieed to be updated to indicate a t ra l ish in ownership lroiii Ohio Power ’. 

a. See also the stateiiieiit that “this process involves submitting a request for an 
administrative updated or a notification of a change o€ owiiership to the applicable 
regulatory agency.’’ Please explain this statement in detail. 

- 7  1 he process oE traiisferriiig ownership of eiiviroiiiiieiital periiiits is specific to the 
individual permit. Typically, the transfer can be accoiiiplislied by written iiotificatioii by 
the current owier to tlie applicable eiiviroiiiiieiital regulatory agency ideiitifyiiig the new 
owiier. Depeiidiiig on the specific permit, this iiotifiication can be required before or after 
the date that the asset is transferred. For example, tlie NPDES water permit aiid Title V 
air periiiit require written notification to the West Virginia Department of Eiivironiiiental 
Protection (WV DEP) prior to tlie asset transfer, while tlie USEPA Facility Response 
Plan must be updated witliiii 6 iiioiitlis of the ownership transfer. 

IITNESS: Johii M McMaii1.1~ 



Y 

Reference the applicaiit's response to AG 1-8. Please explain what actions Kcntucky 
Power will uiidertalte iC the transfer is not approved. 

The Company will need to ensure that it lias sufficient capacity aiid eiiergy to meet the 
iieeds OC its customers aiid its PJM obligations. Beyoiid the aiialyses uiidertalteii by the 
Coiiipaiiy aiid preseiited in the testiiiioiiy of Coiiipaiiy witness Weaver, the Compaiiy lias 
not fnrther aiialyzed aiiy actions that might be talteii if the traiisler is iiot approved 

SS: Gregory G Patiley 



QI Case No. 2012-00578 
Attorney Geaaerall’s Supple 

Item No. 4 
Page I of 1 

Rcfereiice the applicaiit’s response to AG 1 - 14. Will the “reasoiiable aiiiouiit of capacity” 
iiieaii excess capacity? If so, will the excess capacity translate to additional reveiiue? 

The “reasonable aiiiomit o€ capacity” is curreiitly forecasted to iiiclride appi oximately 5 0  
MW OP capacity above the iiiiiiiiiiuin required by PJM for tlie 201 5/16 plaixiiiig ycai. I n  
general, this or any s ~ i r p l ~ i ~  capacity is utilized to provide operatioiial flexibility (101 
example, to aid with outage scheduliiig aiid to provide s~irpl~is contingency to help 
mitigate any unit lmforiiiaiice issues during tlie delivery year). The eiiei gy is also 
available to support internal load requiremeiits aiid caii be used to create aclditional off- 
systeiii sales. 

WITNESS: Raiiie I< Woludias 



Reference the applicant’s respoiise to AG 1-17 with regard to the applicant’s 
coiifiiIiiatioii that it iiiclitded labor related costs, etc. related to the w e  of Strategist The 
response refeis to the coiiipaiiy’s respoiise to PSC 1-66 for the identification ol: costs. The 
relerence does not appear to list the details for the amount. Please piovidc it. 

Please see the Company’s respoiise to IWSC 2-26 for costs detailed by iiiajor categories. 
Labor-related costs in coixiectioii with the use of Strategist are not available. Employees 
do not separate their time between using Strategist aiicl per€oriiiiiig othei activities (e g , 
aiisweriiig data requests) related to this application. 

TTNESS: Raiiie I(: Wolulhas 



RE ST 

IC tlie ratepayers are paying for tlie costs associated with the w e  of tlie Strategist iiiodel, 
why can the Attorney General, who represents the ratepayers, not have the modcl at no 
cost siiice the ratepayers will be requested to pay lor it in a future proceeding? 

The Strategist iiiodel is not the property of I<.eiitucky Power or any of' its affiliates. 
I%eiitucky Power's right to use the iiiodel is strictly Iiiiiited by the Coiiipaiiy's license 
agreement with Veiityx, lac. 1Jnder that agreement, I<.eiitucl<y Power lias 110 riglit to 
provide tlie iiiodel to any lion-liceiised user, including tlie Attorney General" The 
Coiiipaiiy also understands that providing a copy of the Strategist moclel to the Attorney 
Geiieral might sub,j ect the Company to civil or criminal liability. The determination of 
the price, teriiis, a id  coiiditions under wliicli Ventyx, Iiic. might license its software to the 
Attorney Geiieral lies with Veiityx, Inc. aiid iiot I<.eiitucky Power. 

ITNIESS: Raiiie I< Wolmlias 



Y 

Refeieiice Ihe applicant’s response to AG 1-2 1. Please explain the results o l  the “No1 th 
Aiiiericaii load forecast” and how it affects load forecast a id  iiiodeling. 

The North Aiiiericaii load forecast is a component of tlie North Aiiiericaii Long-Teim 
Eiiergy Forecast and is a specific input to the A~iroraXMP Electric Market Model. ‘The 
results of tlie North Aiiiericaii load forecast are yearly growth (loss) perceiitages for all 
areas of the US with gramilarity to tlie NERC Regional Entity. Soiiie further load 
graiiularity (i.e. ERCOT) is also prqjected. The primary effect of tlie North American 
load forecast iiiputs to tlie Aurora XMP iiiodel is fo~iiid in the generation resources new 
builcl/retireiiieiit profile. 

WITNESS: Karl R Bletzaclcer 



Reference the applicaiit’s respoiise to AC 1-23. Is the witness certain that tlic MATS 
compliance will be met? 

The Coiiipaiiy coiitiiiues to perEoiiii oiigoiiig testing. Afier evaluating the requii emeiits of 
the MATS rule, no additioiial eiiiissioii coiitrols are anticipated to be needed. to meet the 
MATS 1 equiremeiits at Mitchell. Please see the direct testiiiioiiy of Company witness 
McMauiis, page 5 a id  the Coiiipaiiy’s response to ICPSC 2-1 5(b). 

WITNESS: John M McMaiius 



Refereiicc the applicant’s respoiise to AG 1-3 3 with regard to the applicant‘s 
conliriiiatioii that it iiicluded labor related costs, etc. related to the use or  A~iior& ‘The 
respoiise refers to the applicant’s respoiise to PSC 1-66 lor the ideiitificalioii o r  costs The 
reference does iiot appear to list the details for the aiiiouiit. Please provide it. 

Please see the Coiiipaiiy’s respoiise to KPSC 2-26 for costs detailed by iiiajor categories. 
L,aboi-related costs iii coiuiectioii with the use oC Atirora are not available. Employees do 
1701 separate their tiine between using A L I ~ o ~ ~  a id  perforiiiiiig other activities ( e  6 , 
aiisweriiig data requests) related to this applicatioii. 



Y 

If tlie iatepayers are paying for the costs associated with the use o l  the Aurora nioclel, 
ivliy can the Attorney General, who represents tlie ratepayers, iiot have the model at no 
cost since the ratepayers will be requested to pay for it iii a future proceeding? 

NSE 

The Aurora model is iiot tlie property of Kentuclcy Power or aiiy of its al'l-iliates. 
1C.eiitucky Power's right to use the iiiodel is strictly limited by tlie Company's license 
agreement with EPIS, Iiic. Uiider that agreement, I<.eiitticlcy Power lias no ri glit to 
provide the model to aiiy iioii-licensed user, iiicIudiiig the Attoriiey General I The 
Coiiipaiiy also uiiclerstaiids that providing a copy of tlie Aurora model to the A ttoniey 
Geiieral miglit subject the Coiiipaiiy to civil or criiiiiiial liability. The cleteriiiiiiatioii of 
the price, terms, aiid coiiditioiis mider wliicli EPIS, Iiic. might license its sofhvare to tlie 
Attorney Geiieral lies with EPIS, Iiic. aiid not Kentucky Power. 

IlTNESS: Raiiie I< Woludias 



ReIerence the applicaiit’s respoiise to AG 1-36. Does the coiiipaiiy not agree that direct oi- 
iiidiiect impact, such as loss of jobs, etc. have ai impact 011 ratepayers? If not, why not‘? 

The direct or iiidirect impact of the loss of jobs related to the Company’s decision could 
affect soiiie ratepayers. However, Mr. Weaver‘s respoiise to AG 1-36 states that “the 
other direct or iiidirect impacts would not liave a significant impact on the relative 
ecoiioiiiics of tlie resource alternatives evaluated. ” In addition, the higher costs associ atecl 
with retrofitting Big Saiidy Unit 2 with a DFGD uiiit would affect all customers. 

IBTNESS: Gregory G Patiley 



Attorney Gen1erd9s Supple 

Page 1 o f 2  

Reference tlie applicaiit’s respoiise to AG 1-37. Please update tlie iiiforiiiatioii. 

As requested in AG 1-37, tlie Coiiipaiiy used 2012 data to Lipdate its 3,011 analysis. 
Because 20 12, market coiiditioiis and operations were iiot representative, the results of the 
-Lipdate were liistorically noriiialized. Einployiiig normalized 20 12 data, aiid all else beiiig 
equal, tlie asset transfer aiid terriiiiiatioii of the pool would have prodtrced a 9.9% increase 
in the Company’s cost of service wlieii coiiipared to tlie costs included in tlie Conipaiiy’s 
rates. Further, liad tlie Coiiipany’s 201 1 reveiiues reiiiaiiied coiistaiit for 20 12, this would 
lime yielded an 8.8% iiicrease iii cost of service wliicli is eveii inore coiisisteiit with A h - .  
Wohiihas’ testiiiioiiy usiiig 20 1 1 data. 

There are tlu-ee subparts to tlie analysis: change in base rates, change in firel costs, aiicl 
cliaiige in System Sales Clause reveiiues. Because tlie Coiiipaiiy’s existing base ‘I ates are 
tlie iesult o€ a “black box” settlemeiit, tlie base rate subpat is premised ~ipoii the 
Coiiipaiiy’s cost of service as presented in Case No. 2009-00459, which the Compaiiy 
ad.&isted using best efforts to accurately reflect the settleineiit. Tlie h e 1  aiid System 
Sales Clause valiies are 2012 actual cost aiid credit values. 

Witliout liistorical iioriiializatioii, aiid usiiig 20 12 data, costs iiiclirded in base 1-atcs would 
have iiicreased by $90.2 iiiillioii aiid firel costs would have iiicreased $2 1 2. iiiillioii 
Iiicieased off-system sales reveiiues would have reduced tlie cost of service by $ 1  5 5 
iiiillioii lor a total iiicreased cost of service of $9.5.9 iiiillioii. 

Two priiicipal factors reiidered 20 12 not representative o f  tlie prior four years. First, the 
20 12, capacity factor for Rig Sandy was sigiiificaiitly depressed wheii coiiiparecl to its 
average capacity factor in tlie prior four years. Mitchell’s capacity factor was clepressed 
to a much lesser degree. This reduction iii turn was driveii by lower demand aiicl 
sigiiiiicaiitly higher rates of scheduled outages at both stations. Second, tlie AEI? PJM 
marlet prices for electricity were also iiiaterially lower. 



Q: case  No. 201 2-00578 
tbcbmey General’s Sup 

Page 2 o f 2  

The Coiiipany perforiiied two adjustineiits to reflect tlie average liistoi ic per1 oi inaiicc o i 
Big Sandy aiid Mitcliell in the staiid aloiie comparison cases. 

First, tlie output of Big Sandy aiid Mitchell were iiiodified to reflect tlie average hourly 
output of the four-year period 2008 tlu-ough 201 1. 2,012 was excluded because the 
availability of both stations (Rig Sandy in particular) was reduced during 20 12. This 
acljustiiieiit to a historic average resulted in Rig Sandy’s capacity factor iiicreasiizg fro111 
its 2012 value of 28% to tlie four year average of 67%. By coiiiparisoii, Big Sandy’s 
201 1 capacity factor was 68%. Mitchell’s capacity factor was also iiici-eased from 55% in 
2012 to its fo~our year average of 72%. Tlie 201 1 value was 67%. In connection with the 
normalization, it was assumed that the iiicreiiieiital generation was sold i n  [lie PIh4 
niarket as additional OSS. This adjustiiieiit resulted in a cost of service reduction of 
approximately 2% or $ 10 Million. 

Second, tlie Coinpaiiy adjusted tlie hourly prices to the 2008 tlirougli 201 1 four-year 
average AEP PJM prices. This period was used to be coiisisteiit with the period selected 
for tlie capacity factor impact. It sliould be noted that a11 btit tlie first 8 to 9 iiionths or so 
of this 48 iiioiitli period followed tlie ecoiioinic recession aiid the lower prices I esultecl 
from lower region wide deiiiand. This cliaiige, based 011 prices prevailing in the pel-i ocl 
followiiig the ecoiioiiiic boom years, would have reduced tlie cost of service, post-OSS 
sharing, by aiiotlier 7% or $36 million. 

With this iioriiializatioii of 2012 data, the Company’s cost of service \voultl have 
iiicreased $49.5 million, or 9.9%, assuiiiiiig the Mitcliell asset traiiskr aiicl the elimination 
or  the pool. 

The requested aiialysis aiid sitpportiiig docuiiieiits are in AG 2- 12, Attachments I aiicl 2 
presented in electronic foriiiat with all foriniilas preserved on the eiiclosed CD. 

WITNESS: Raiiie IC Woliidias 



RE ST 

Rekreiice the applicaiit’s respoiise to PSC 1 -14a. State wliether the $65 million WVEDA 
boiid is included in ilie anticipated debt $27.5 iiiillioii associated with the Traiisfei 

11 the assumption of iiidebtediiess is approved, the boiids would be included in  h e  $275 
iiiillioii debt associated with the Transfer. 

WITNESS: Raiiie I< Wolmlias 



Rek'erence the applicant's respoiise to PSC 1-1 5 in geiieral. Please provide the estimated 
reveiiue lrom the S U ~ ~ ~ U S  eiiergy sales. 

See AG 2-14 Attacluneiit 1 for the Jaiiuary 2014 - May 2015 eiiergy sales icven~e 
projected by Strategist Tor Optioii #G under FT-CSAPR (Base) pricing. 

BTNESS: Scott C Weaver 



KPSC Case No. 2012-00578 
Attorney General's Supplemental Data Requests 

Dated March 7, 2013 
Item No. 14 

Attachment 1 
Page 1 of 1 

Option #6 
FT-CSAPR (Base) Commodity Pricing 

KPCO Market Energy Sales Revenue ($000) 

JANUARY 
F E BRlJ ARY 
MARCH 
APRIL 
MAY 
JUNE 
JULY 
AUGUST 
SEPTEM BR 
OCTOBER 
NOVEMBER 
DECEMBER 

JANUARY 
FEBRUARY 
MARCH 
APRIL 
MAY 

2014 
17,126 
7,534 
3,678 
4,215 
2,065 
18,053 
26,959 
25,764 
13,721 

85 
1,834 

12,719 

2015 
23,767 
12,222 

3 
0 
0 



Refereiice the applicant’s respoiise to PSC 1-1 8 in general. When Mr Pauley stales that 
he works “collaboratively with AEP executive management,” what assuiaiices clocs thc 
PSC have that ICeiitucky Power is coiiipletely a id  unequivocally opeiatiiig independcntl y 
with regard to its operatioiis iiisofar as geiieratioii plaimiiig? 

Kentucky Power is a wholly-owiied subsidiary of Aiiiericcvi Electric Power Coiiipaiiy. 
Iiic. The Coiiipaiiy is unaware of aiiy obligation wider ICeiitucky law that it “completely 
aiicl uiiequivocally operate iiidepeiideiitly with regaicl to its opeiations i nsolai as 
geiieiatioii planning”. With the teiiiiiiiatioii o€ the AEP Iiiteicoiuiectioii Ag eeiiient 
eKectivc 12/? 1/13, Kentucky Power is respoiisible for securiiig its o ~ v n  genciation 
iesouices to cover its obligatioiis in PJM aiid to iiieet the iieeds or its customcis As 
statccl by Mr. Pauley, lie curreiitly works collaboratively wi 111 AEP cxccutive 
iiiaiiageiiieiit aiid will coiitiiiue to work collaboratively to address business clccisioiis, 
including gciieratioii planning. 

IITNESS: Gregory G Pauley 



Reference tlie applicaiit's response to PSC 1-2-1. If AEP Generation Resources, inc. has 
no obligation to transfer the Mitchell units uiider tlie terms, coiiditioiis aiicl time fi-aiiie 
proposed and could later eiiter an agreeiiieiit with another entity or even I<.elitdiy Power 
uiider differelit ternis aiid conditions, is this in effect telling the PSC and tlie parties that 
the offered transfer is a take it or leave scenario? 

NSE 

If the Coiiiiiiissioii were to disallow the transfer of the 50% interest in the Mitchell units. 
the interest would remain with AEP Generation Resources Iiic. instead o I bcing 
traiisfcrred erfective 1/1/14. AEP Generation Resources Iiic. as a coiiilxtitivc business, 
would then iieed to coiiuiiit the units' output in the iiiost economically atti activc iiianiici 
as quickly as possible. AEP Generation Resources Iiic. has 110 obligation to K enlucky 
Powei Company, so the current transfer option is not guaranteed to be available at a 
rLme time. Please see the Coiiipaiiy's respoiise to IQSC 1-2 1. 



Rel'erence the applicant's respoiise to PSC 1-28" Provide Keiitucky Power's weiglited 
cost of capital as of December 3 1, 2012. 

Please see AG 2-17, Attacluiient I ,  oE this respoiise for I<entucl<y Power's weighlccl cost 
01 capital as of Deceiiiber 31,2012. 

WITNESS: Raiiie K. Wohiilias 



Ln 
- N O  Description 
(1) (2) 

1 Long Term Debt 
2 Short Term Debt 
3 Accts Receivable Financing 
4 Common Equity 

5 Total 

KPSC Case No. 2012-00578 
Attorney General's Supplemental Data Requests 

Dated March 7, 2013 
Item No. 17 

Attachment 1 
Page 1 of 1 

Weighted 
Percent cost Average 

Capital Total -- Rate Percent 
of Percentage cost 

(3) (4) (5) (6)=(4)x(5) 

$550,000,000 a 50.516% 6.48% 3.28% 
0.01 % $1 3,358,856 a 1.227% 0.42% b 

$45,787,357 4.205% 1.13% 0.050/0 
$479,610,035 a 44.051% 10.50% 4.63% 

$1,088,756,248 100.000% 7.97% 

a Book balance a s  of 12/31/2012 
b Average borrowing costs for the 12 Months Ended December 31,2012 



Relereiice tlie applicaiit’s response to PSC 1-28. Please explaiii in detail tlie change iii thc 
cost perceiit rate for Accoiuiits Receivable Troiii 201 1 aiid 201 0. 

a. What is tlie cost perceiit rate for Accouiits Receivable for 2,012.? 

The rates have reiiiaiiied basically flat, decliiiiiig oiily slightly from 1.2 1 YO in 20 10 to 
1.14% in 2,011 aiid llieii to 1 .I.?% in 2012. This is due to a decliiie in the Asset Backed 
Commercial Paper rate over tlie saine period of tiiiie as tlie Federal Reserve has conhuecl 
to iiiaiiitaiii a low Fed Fund Rate. 

a. The cost percent rate for Accouiits Receivable for 2012 was 1 I 13%. 

$NESS: Rank I<. Woliiihas 



Refeience the applicant’s response to PSC 1- 32. Please aiiswcr the qiiestion as i t  ielntes 
to how the domestic iiatural gas infrastructure is sufficiently robust 10 oveicome any 
potential coiistraiiits due to iiicreasecl demand. 

The extensive domestic natural gas traiisportatioii infrastructure is sufficiently robust to 
overcoiiie coiistraiiits tlu-ough existing capacity expansions, flow reversals, and new 
construction. There are currently over 250,000 miles of pipeliiie in North America with 
pipeline coiistructioii activity at its greatest level since 2008. These pipeline projects are 
largely driveii by tlie push for access to new Liiicoiiveiitioiial s ~ ~ p p l y  sources in the 
Rockies, Mid-continent and Appalachia. Because of tlie lengthy regulatory approval 
process and sidxtaiitial capital investment, pipeline coiistructioii activity teiids to occur 
over the long-term rather than short-term reactive bursts of activity. 

WITNESS: Kai-I R Bletzaclter 



Refereiice the applicant’s respoiise to PSC 1-39. In its geiieratioii plaiiiiiiig, has the 
coiiipaiiy ever coiisidered pmchase power agreemeiits outside o f  PJM? 

ES 

No. The Company, as part o€ its geiieratioii plaimiiig, has iiever considered pui chase 
power agreeiiieiits outside PJM to iiieet its iiative load requireiiieiits. 

%NE§S: Scott C Weaver 



Reference the applicaiit’s respoiise to PSC 1 -39b. I-Iow can tlie company dehiitivcly slale 
that tlie iesults of an RFP solicitation would not have been less costly than that \\jliich thc 
company proposes? 

The data request is premised upon a iiiisuiiderstanding of tlie Coiiipaiiy’s respoiise to 
KPSC Staff 1-39(b). The Company stated tliat Mu. Weaver’s analysis, as corroborated by 
Dr. McDeriiiott’s testiiiioiiy “iiidicated” that an offer to an RFP “\?iould approach a 
prqjected PJM iiiarltet price,” aiid that such a price was deteriiiiiied by Mr. \J\leawr’s 
analysis to be more costly tliaii the traiisfer of a 50% iiiterest in the Mitcliell generating 
station. See, Testiiiioiiy of Scott C. Weaver at 3. Dr. McDeriiiott, in turn testified tha t  
“Mr. Weaver’s aiialysis employs bencliriiarIcs that would be used b y  potential bith:lei-s i nlo 
a large base RFP,” that “an existing plaiit would not be willing to bid less than the value 
of its output into the PJh4 iiiarltet,” aiid that these aiid other options esaiiiiiiecl by Plr. 
Weaver provided reasonable proxies fox RFP bids. See, Testiiiioiiy of Karl A. 
PIcDeriiiott at 1 1. Dr. McDeriiiott’s opiiiioii is premised q3on his education, i-esearch 
and professional work. 

IITNESS: Karl McDeriiiottlScott Weaver 



UEST 

Reference the applicaiit’s respoiise to PSC 1-43. Are tlie costs Cor Mitchell’s compliaiice 
with the pending EPA Clean Water Act 3 16b inchided in the transfer costs? 

Because the costs associated with coiiiplyiiig with tlie anticipated filial 3 16 (b) rule are 
expected not to be incurred until dter  the transfer, they are not expected to be part of the 
transfer cost. These costs, however, have been included in the ecoiioiiiic niocteliiig 
perfooriiied to support this application. Please see Company witness Weaver‘s Exhibit 
SCW-4. See also tlie Company‘s respoiise to KPSC 1-43 parts a., b. and c. which 
iadica1:es that the costs are expected to occ~ir subsequent to the EPA promulgating the 
filial .3 16 (b) rule in 2013. 

IITNESS: Raiiie IC Wolmlias 



Rel‘crence the applicant’s response to PSC 1-49. Did the coiiqmny consiclci in ils 
moclcling an FGD teclmology that would have iiieaiit the applicable EPA 1 d e s  i a h i  than 
the “optimum FGD tecliiiology?” 

No. The Coiiipaiiy neither coilsidered any other FGD teclxiology in its Big Sandy 111111 

disposition economic evaluation, nor can it determine whether any such ( a h  native) 
technologies -\?iould have satisfied tlie applicable EPA iihmakiiig standaicls. 

WITNESS: Scott C Weaves 



Y 

Reference the applicant’s respoiise to PSC 1-59. Provide in dollars what the applicaiil 
generates from an ROE of I) 10.50% aiid 2) a id  ROE of 10.85%. 

(1) $49..35 1 iiiillioii 
(2.) $50.978 iiiillioii 



Releielice the applicant's iespoiise to KIUC 1 -2,(c). Please explaiii why ICeimck)~ Poiwi 
and the applicaiits elected to conduct 110 aiialysis of otlier optioiis foi delaying capacity 
until it is aiiticipated to be needed to replace the BS2? 

Kentucky Power is the sole applicaiit. As stated in response to ICPSC 1-21 aiicl KIUC 1- 
2, tlie Mitchell units may not be available alter Deceiiiber 3 1, 2013. T ~ L E ,  there was 110 

need to iiiodel an option that may iiot be available to iiieet tlie Company's needs 
following the retirement of Big Sandy Unit 2. Further, the Company's aiialysis indicates 
that the transfer of a 50% interest in the Mitchell units is tlie least cost alternative for 
iiieetiiig the Company's long term geiieratioii resource reqriireiiieiits. 

ITNESS: Gregory G Patiley 



Rehence  tlie applicant’s response to I<IlJC 1-1 S wliere tlie following languagc is foiiiid: 
“Currently aiid through PY 14/15 the East operating coiiipaiiies provide capacity as a 
collective gro~ip to satisfj their aggregate capacity a id  reserve requireiiieiits 10 PJM 
under tlie FRR alteriiative.” Does the applicant have tlie iiidepeiicleiit clecision as to 
whether it will proceed as described (as in a collective group) or is the decisioii made by 
aiiotliei coiiipaiiy, agent, etc.? Explain tlie answer in detail. 

Uegiiiiiiiig Jaii~iary 1, 20 14, for all elections for hture  plaiiiiiiig years, Kentiicky POWCI 
can iiialte an independent decision regarding whether it will participate in PJM either 
through the Reliability Pricing Model auctions or iiidividually through the Pixed 
Resource Requireiiient (FRR) alternative. Alternatively, any decision to collcctively 
participate with other operatiiig companies in tlie FRR alternative would by defiiiitioii be 
made aAer cliscussioii aiid a joiiit decision by the participating operating companies 

WITNESS: Gregory G Pauley 



Y 

REQUEST 

Reference the applicant's response to IUTJC 1-22. Were the cost aiid per'foimance values 
used in the modeliiig by iiidepeiideiit sources? If' so, by whom? If not, why not? 

ESPONSE 

Examples or sotirces utilized to develop cost and perforiiiaiice values are the Electric 
Power Research Iiisliiute's Technical Assessiiieiit Guide, Maiiufacturers' iiilbimatioii. 
Industry Press Releases, Gas Turbine World I-Iaiidbook, 11-1s CERA Capital Cost 1'01 Neil) 
Units. Each of these soiirces is unaffiliated with AEP or the Company. 

ITNESS: Scott C Weaver 



Reference the applicant's response to KIUC 1-34. How frequently does the conipanp 
review, aiialyze aiid forecast the price for its he1 for procureiiieiit purchases? 

For the procurement of physical supply, the Coiiipany's Fuel, Eiiiissioiis aiicl L,ogislics 
Group he1  buyers are soliciiiiig the market 011 a daily basis. It also has forccasts provirled 
by Trade Press, ouitside coiisultancies, the Fuiidaiiieiital Aiialysis Group, and the iesults 
of oiigoiiig fuel procureiiieiit RFP's. 

SS: Karl R Bletzaclter 



Refelelice tlie applicant’s response to IWJC 1-69. Please provide a copy of the 
eiigageiiieiit letter iioted in response to a. if it has been obtained. If a letter has yet to be 
signed, please explain wliy not. Moreover, if a letter lias not been signed, please explain 
tlie tcriiis of tlie agreeiiieiit as iuiiderstood betweeii couiisel aiid tlie witness. 

The Company is in tlie process of fiiializiiig a professioiial services agi eeiiiciit with 
NERA €or Dr. McDeriiiott’s services. While agreeiiieiit lias been reached on tlie horul y 
rates lo1 Dr. McDermott’s services, and two otlier NERA consultants, discussions are 
continuing 011 certain t e r m  aiid coiiditioiis of tlie agreeiiieiit. Tlie eiigageiiieiit lettei will 
be iiiade available oiice it is executed. 



Y 

Refeiciice the applicaiit’s respoiise to KIUC 1-98 Please explain why thc iiltiiiiatc 
ti aiisl‘eror, whatever tlie coiiipaiiy’s iiaiiie might be, is not iiideiiiiiifyiiig I<cntucky I’owei 

a. I1  aiiy liabilities are ultimately incurred, will AEP Geiieratioii Resources agree to 
accept financial responsibility for those costs? 

The oiily transferor other tlim AEP Geiieratioii Resource Iiic. in tlie piocess ol 
traiislcrriiig 50% o€ the Mitchell Plant into NEWCO Keiitucky, aiid ultimately into 
I<entiicky Power tlwougli merger, is Ohio Power Company. Ohio Power Company has a 
contractual ielationship with AEP Generation Resources Iiic with respect to thc i\/l itchcl 1 
Plant but it does not have contractmil relatioiisliip with NEWCO IGmtucky and, theieioi e, 
there is no legal or contractual basis for an iiicleiiiiiity from Ohio Power Company to 
NEW C 0 IQxlucky. 

a. Kentucky Power is aiisweriiig this question on the premise that the liabilities beiiig 
referred to in question are the pre-transfer liabilities associated with the h/litchelI 
Plaiit. It would be uixeasonable for AEP Generation R.esources Inc. to accept 
financial responsibility for such liabilities. Tlie Mitcliell Plant will be trailsferred to 
Keiitucky Power at iiet book value wliicli reflects the liabilities on the boolts of Ohio 
Power Coiiipaiiy with respect to the Mitcliell Plant. As stated in our a1iSMier lo I<.IllC 
1-98, AEP Generation Resources Iiic. is siiiiply an iiiteriiiediary in the pi-ocess of 
transferring tlie Mitchell Plant to NEWCO ICeiitucky in series of transaction that will 
occur 011 tlie same day aiid it will derive 110 financial benefit fiom tlie transactions. 

WITNESS: Gregory G Pauley 
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REQUEST 

Please advise if ICeiitucky Power has updated responses to requests for inforiiiatioii or  
other aiiieiidmeiits to testimony or inforiiiatioii coiitaiiied it tlie application in light of 
commitments made by AEP Service Corp. iii United States v. AEP, Civil Action No. 
2:99-CV-01 182 et seq., Third Joint Motion to Coiiseiit Decree with Oldel Modifying 
Coiiseiit Decree, which was filed 011 February 22, 2013, and is peiidiiig before the U S .  
District Co~11.t %or the S.D. of Ohio, Eastern Division. 

a. Please describe in detail what iiiipacts the coiiimitiiieiits made by AEP Service Coi 17. 

iii the above referenced iiiatter have oii I< eiitucky ratepayers, il' any 

The Coiiipaiiy lias not updated any responses to requests for iiiforiiiatioii 01 oilier 
aiiieiidiiieiits to testiiiioiiy in light of the above iiieiitioiied iiiotioii. 

a. Tlie optioii to use Dry Sovbeiit Iiijectioii (DSI) \ersus iiistalliiig ;I FGD on thc 
Rockport uiiit(s)(I(eiitucky Power receives 15% of costs associated with tlie 
Rockpout units) should ultiinately reduce the costs borne by ICeiituck y ratepayers as 
the cost lor DSI is estimated to be less espeiisive than a FGD. 


