
COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

RECEIVED

MAY 0 7 2015

PUBLIC SERVICE

COIv/i MISSIONIn the Matter of:

AN EXAMINATION OF THE APPLICATION

OF THE FUEL ADJUSTMENT CLAUSE OF

BIG RIVERS ELECTRIC CORPORATION

FROM NOVEMBER I, 2013 THROUGH
APRIL 30,2014

AN EXAMINATION OF THE APPLICATION

OF THE FUEL ADJUSTMENT CLAUSE OF

BIG RIVERS ELECTRIC CORPORATION

FROM NOVEMBER 1, 2012 THROUGH
OCTOBER 31, 2014

CASE NO. 2014-00230

CASE NO. 2014-00455

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

1. Please provide a eopy of all correspondence and other documents sent by or to KIUC
related to this case or to the operation of Big Rivers' FAC during the review period, except for
correspondence with Big Rivers.

RESPONSE:

Objection. The requested information is protected by the Attorney/Client Privilege.
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CASE NO. 2014-00230

CASE NO. 2014-00455

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

2. Please produce all documents, including without limitation correspondence and
calculations, in the possession, custody, or control of KIUC related to the KIUC's or Mr.
Kollen's analysis regarding this case or to the operation of Big Rivers' FAC during the review
period.

RESPONSE:

Objection. The information sought is subject to the work-product privilege.
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AN EXAMINATION OF THE APPLICATION

OF THE FUEL ADJUSTMENT CLAUSE OF

BIG RIVERS ELECTRIC CORPORATION

FROM NOVEMBER 1, 2013 THROUGH
APRIL 30, 2014

AN EXAMINATION OF THE APPLICATION
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CASE NO. 2014-00455

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

3. Refer to the Direet Testimony of Lane Kolien at page 3, lines 20-22.

a. Please explain in detail the "East Kentucky Power Cooperative
('EKPC')/Duke Energy Kentucky ('Duke') methodology." Please provide all
documents relied upon for your response.

b. Please explain in detail any differences between EKPC's FAC and Duke's
FAC and any differences between the operation of EKPC's FAC and Duke's
FAC. Please provide all documents relied upon for your response.

RESPONSE:

a. It is Mr. Kollen's understanding that East Kentucky Power Cooperative
('EKPC') and Duke Energy Kentucky ('Duke') use a methodology to allocate
fuel costs on an hourly basis. EKPC and Duke calculate the total fuel cost per
MWh for each unit during the hour and allocate the most expensive generation off
system. Specifically, under EKPC's fuel cost allocation approach, "[f]uel is
allocated between native-load sales and off-system sales on a stacked cost basis.
EKPC considers each hour of operation, determines if a sale was made from its
system during that hour and then allocates the highest cost resource(s) to that sale
for FAC purposes."'

EKPC Response to Commission Staffs Information Request Dated 08/13/2014, Case No. 2014-00226, Request
29.
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Duke Energy Kentucky, Inc. ("Duke") described its fuel cost allocation
process as follows: "After the generating unit is dispatched, the actual energy
costs consumed in a generating unit is allocated as either native or non-native
based on a stacking process, allocating the lowest cost resources to native load
first."^

Mr. Kollen relied on EKPC's data response to Staff 1-29 in PSC Case No.
2014-00226 for his understanding of EKPC's fuel allocation methodology.
Similarly, he relied on Duke Energy Kentucky's data response to Staff 1-29 in
PSC Case No. 2014-00229 for his understanding of Duke's fuel allocation
methodology.

b. To the best of KlUC's knowledge, the EKPC and Duke methodologies are
the same.

Duke Kentucky Response to Staff First Set of Data Requests, Case No. 2014-00229, Staff-DR-01-029.
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FIRST REQUEST FOR INFORMATION

4. Refer to the Direet Testimony of Lane Kollen at page 4, line 14. Please provide the
souree for the $11.77 million value. Please provide all workpapers, assumptions, ealeulations,
and doeuments used in the derivation of this value. Please provide all spreadsheets in eleetronie
format with formulas intaet.

RESPONSE:

Please see the file provided in response to Staff request 1-1 entitled
"KIUC_AG_response_to_Staff 1-1 (Attaehment A).xlsx" (tab: "Re-Alloeation Calculation" cell
D206).
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AN EXAMINATION OF THE APPLICATION
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FIRST REQUEST FOR INFORMATION

Refer to the Direct Testimony of Lane Kollen at page 4, lines 17-18.

a. Please provide the amount used as Big Rivers' weighted eost of debt.
Please provide the source of this amount and all workpapers, assumptions,
calculations, and documents used in the derivation of this value. Please provide
all spreadsheets in electronic format with fomiulas intact.

b. Please provide the source for the $1.57 million value. Please provide all
workpapers, assumptions, calculations, and documents used in the derivation of
this value. Please provide all spreadsheets in electronic format with formulas
intact.

RESPONSE:

a. The reference to "cost of debt" should be corrected to read "cost of

capital." Mr. Kollen obtained the Company's cost of capital from its 2013
Annual Report as shown on the "Financial Highlights Table" on page 2. The 2013
Annual Report can be aecessed via the following weblink:
http://192.163.229.126/-bigrivers/wp-content/uploads/2014/07/2013 BigRivers AR.pdf

b. Please see the file provided in response to Staff request 1-1 entitled
"KIUC_AG_response_to_Staff 1-1 (Attaehment A).xlsx"
(tab; "Re-Allocation Sum and Interest" cell X47)
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KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

6. Refer to the chart on page 8 of the Direct Testimony of Lane Kolien.

a. Please provide the source for the values in the chart.

b. How was the stated "Reserve Margin" calculated?

RESPONSE:

a. Please see response to Staff Request 1-1, including Attachment
"KIUC AG response to Staff 1-1 (Attachment C).xlsx"

b. The Reserve margin was calculated using the data provided in Big Rivers
Response to KlUC Request 8. Please refer to the attachment provided for
specific calculations.
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BIG RIVERS ELECTRIC CORPORATION
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KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

7. Refer to the chart on page 9 of the Direct Testimony of Lane Kollen. Please provide the
source for the values in the chart.

RESPONSE:

Please see response to Staff Request 1, including Attachment "KlUC_AG_response_to_Staff 1-1
(Attachment B).xlsx" (tab: "CH2" and tab: "NatLD vs OSS")
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KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

8. Refer to the chart on page 10 of the Direct Testimony of Lane Kollen. Please provide the
source for the values in the chart.

RESPONSE:

Please see response to Staff Request 1, including Attachment "KIUC_AG_response_to_Staff 1-1
(Attachment B).xlsx" (tab: "CH3 NatLd vs OSS" and tab: "NatLD vs OSS").
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AN EXAMINATION OF THE APPLICATION

OF THE FUEL ADJUSTMENT CLAUSE OF

BIG RIVERS ELECTRIC CORPORATION

FROM NOVEMBER 1, 2012 THROUGH
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CASE NO. 2014-00230

CASE NO. 2014-00455

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

9. Refer to the Direct Testimony of Lane Kollen at page 11, line 3. Please explain the basis
for Mr. Kollen's claim that "[t]he Coleman unit fuel costs were among the Company's lowest."

RESPONSE:

In review of the Company's Fuel costs and generation provided in KIUC 1-2, Reid, Gas Turbine,
HMPL 1 and HMPL 2 had a higher 2 year average $/MWh than Coleman 3, and the other
Coleman units are far lower in cost than the Reid coal and combustion turbine units.

Please see response to Staff Request 1, including Attachment "KIUC AG response to Staff 1-1
(Attachment A).xlsx" (tab: "Re-Allocation Calculation" column AE).
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AN EXAMINATION OF THE APPLICATION

OF THE FUEL ADJUSTMENT CLAUSE OF

BIG RIVERS ELECTRIC CORPORATION
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CASE NO. 2014-00230

CASE NO. 2014-00455

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

10. Refer to the Direct Testimony of Lane Kollen at page 11, line 18. Please provide the
source for the $22.85/MWh value. If this value is the result of a calculation not performed by
Big Rivers, please provide all workpapers, assumptions, calculations, and documents used in the
derivation of this value. Please provide all spreadsheets in electronic format with formulas
intact.

RESPONSE:

Please see response to Staff Request 1, including Attachment "KIUC AG response to Staff 1-1
(Attachment A).xlsx" (tab: "KIUC 1-2 Unit Summary 2" cell 0105).
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AN EXAMINATION OF THE APPLICATION
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KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

11. Refer to the Direct Testimony of Lane Kollen at pages 14-15.

a. Does KIUC advocate that the Commission require Big Rivers to use an
incremental cost methodology?

b. Please explain whether KIUC believes the EKPC/Duke methodology is an
incremental cost methodology.

c. Please explain whether Mr. Kollen believes the EKPC/Duke methodology is an
incremental cost methodology.

RESPONSE:

a. Yes. The allocation of fuel costs between native load customers and off-system
sales requires an after the fact reconstruction. The EKPC/Duke after the fact
reconstruction method does not replicate the actual dispatch process, but rather assigns
the lowest cost generation to native load and the highest cost generation to off-system
sales each hour. This is an appropriate incremental cost allocation methodology.

b. Yes. Mr. Kollen and KIUC / AG believe that the EKPC/Duke methodology is an
incremental cost allocation methodology. The method is an incremental approach on a
unit basis as each of the units are stacked incrementally from lowest to highest cost.

c. Please refer to the responses to parts (a) and (b) of this question.
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KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

12. Please explain in detail how Mr. Kollen allocated start-up and no load fuel costs.

RESPONSE:

Mr. Kollen calculated an all in fuel cost value based on the monthly fuel costs provided by the
Company in response to KIUC 1-2. In the excel spreadsheet provided by the Company, tabs 6 -
31 contained the cost of fuel bumed by each unit. Mr. Kollen assumed that the start-up and no
load fuel costs were included in the monthly fuel costs provided by the Company.
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CASE NO. 2014-00230

CASE NO. 2014-00455

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
RESPONSE TO BIG RIVERS ELECTRIC CORPORATION'S

FIRST REQUEST FOR INFORMATION

13. Refer to the Direct Testimony of Lane Kollen at page 19, line 9. Please provide Mr.
Kollen's "restacking analysis" and describe in detail all data sources, assumptions, and
calculations. Please provide all work-papers, with all spreadsheets and models in electronic
format with formulas intact.

RESPONSE:

Mr. Kollen relied upon the information provided by the Company in response to KlUC 1-2 and
KlUC 1-4. Mr. Kollen assumed that generation and purchases would be available to serve native
load and native load's share of losses. He determined the least cost allocation order of the

available generation and purchases on a $/MWh basis, and allocated the least expensive units or
purchases to native load up until native load was met. Please see response to Staff Request 1,
including Attachment "KIUC_AG_response_to_Staff 1-1 (Attachment A).xlsx"
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FROM NOVEMBER 1, 2012 THROUGH
OCTOBER 31, 2014

CASE NO. 2014-00230

CASE NO. 2014-00455

KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.'S
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14. Please identify, by name and address, all entities and individuals that KIUC purports to
represent in this proceeding.

RESPONSE:

Aleris International, Inc.
1372 State Road 1957

Lewisport, KY 42351

Donitar Paper Co., LLC
Hawesville Facility
P. O. Box 130

Hawesville, KY 42348-130

Kimberly-Clark Corporation
601 Innovative Way
Owensboro, KY 42301
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