
STITES HARBISON
ATTORNEYS

July 26, 2013

Mark R. Overstreet
(502) 209-1219
(502) 223-4387 FAXHAND DELIVERED moverstreet@stites.com

Jeff R. Derouen
Executive Director
Public Service Commission
211 Sower Boulevard
P.O. Box 615
Frankfort, KY 40602-0615

RE: Case No. 2012-00578

Dear Mr. Derouen:

Enclosed please find and accept for filing the original and eight copies of Kentucky
Power Company’s July 26. 2013 responses to the data requests propounded at the July 10-12,
2013 hearing in this matter. The Company also is filing herewith its motion for confidential
treatment of one of the responses.

A copy of this letter and the Companys responses is being served by overnight delivery
on the individuals indicated below and their associated counsel. Further, in accordance with Mr.
Nguyen’s request, a copy of the responses also is being served by overnight delivery on Messrs.
Drabinski, Boismenu, and Buechel.
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Very tuiS7ours, —‘

Mark R. Overstreet

MRO
cc: Michael L. Kurtz

Jennifer Black hans
Shannon Fisk
Joe F. Childers
Lane Kollen
Rob Kapla
urn ‘Woolf



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In The Matter Of:

APPLICATION OF KENTUCKY POWER
COMPANY FOR (1) A CERTIFICATE OF
PUBLIC CONVENIENCE AND
NECESSITY AUTHORIZING THE
TRANSFER TO THE COMPANY OF AN
UNDIViDED FIFTY PERCENT
INTEREST IN THE MITCHELL
GENERATING STATION AND
ASSOCIATED ASSETS; (2) APPROVAL CASE NO. 201200578

OF THE ASSUMPTION BY KENTUCKY
POWER COMPANY OF CERTAIN
LIABILITIES IN CONNECTION WITH
THE TRANSFER OF THE MITCHELL
GENERATING STATION; (3)
DECLARATORY RULINGS; (4)
DEFERRAL OF COSTS INCURRED IN
CONNECTION WITH THE COMPANY’S
EFFORTS TO MEET FEDERAL CLEAN
AIR ACT AND RELATED
REQUIREMENTS; AND (5) ALL OTHER
REQUIRED APPROVALS AND RELIEF

MOTION OF KENTUCKY POWER COMPANY
FOR CONFIDENTIAL TREATMENT

Kentucky Power Company moves the Public Service Commission of Kentucky pursuant

to 807 KAR 5:001, Section 13(2), for an Order granting confidential treatment to the identified

portions of Attachment 1 to its response to Commission Staff Post-Hearing Data Request 9.

Pursuant to 807 KAR 5:001, Section 13. Kentucky Power is filing under seal those

portions of Attachment 1 to its response to Commission Staff Post-Hearing Data Request 9 with

the confidential portions highlighted in yellow. Kentucky Power is also filing a redacted version



of the same. Kentucky Power will notify the Commission when it determines the information for

which confidential treatment is sought is no longer confidential.

A. The Requests And The Statutory Standard.

Kentucky Power does not object to filing the identified information for which it is

seeking confidential treatment, but requests that the identified portions of the attachment be

excluded from the public record and public disclosure.

KRS 61 .$78(l)(c)(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 the following information for which Kentucky Power is seeking

confidential treatment:

(a) Attachment 1 to Commission Staff Post-Hearing Data R&iuest 9

Attachment 1 includes unit-specific heat rate information for Glen Lynn Unit 5, owned

and operated by Kentucky Power’s affiliate, Appalachian Power Company. Unit-specific heat

rate information can be used to derive the costs of producing electricity from that unit. If the

unit-specific heat rate information became publically available, parties with which Kentucky

Power or its affiliates may negotiate could use the production costs derived from the specific

heat rates to the detriment of Kentucky Power, its customers, and Kentucky Power’s affiliates.

Knowledge of these unit specific costs by other potential transactional parties would establish

certain benchmarks in negotiations, thereby potentially reducing the possible benefits of the

transaction to the utilities and their ratepayers.

Kentucky Power seeks confidential treatment of the identified information for the

remaining life of Glen Lynn Unit 5. After that time, the information that can be derived from the
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unit-specific heat rate data will no longer provide any competitive advantage to the Company’s

or its affiliate’s competitors to the detriment of rate payers.

B. The Identified Information is Generally Recognized As Confidential and
Proprietary and Public Disclosure Of It Will Result In An Unfair Commercial
Advantage for Kentucky Power’s Competitors.

The identified information required to be disclosed by Kentucky Power in response to

Commission Staff Post-Hearing Data Request 9 is highly confidential. The confidential

information is not generally known or readily ascertainable by other parties through normal or

proper means. No reasonable amount of legitimate independent research could yield this

confidential information to other parties. Dissemination of the information for which

confidential treatment is being requested is restricted by Kentucky Power, its affiliated operating

companies, AEP. and AEPSC (the “AEP Entities”). The AEP Entities take all reasonable

measures to prevent its disclosure to the public as well as persons within the AEP Entities who

do not have a need for the information. The information is not disclosed to persons outside the

AEP Entities. Within those organizations, the information is available only upon a confidential

need-to-know basis that does not extend beyond those employees with a legitimate business need

to know and act upon the identified information.

C. The Identified Infbrmation Is Required To Be Disclosed To An Agency.

The identified information is by the terms of the Commission’s Order required to be

disclosed to the Commission. The Commission is a “public agency” as that term is defined at

KRS 61.870(1). Any filing should be subject to a confidentiality order and any party requesting

such information should be required to enter into an appropriate confidentiality agreement.

WHEREFORE, Kentucky Power Company respectfully requests the Commission to enter

an Order:
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1. According confidential status to and withholding from public inspection the

identified information: and

2. Granting Kentucky Power all further relief to which it may be entitled.

Frankfort, Kentucky 40602-0634
Telephone: (502) 223-3477

Kenneth J. Gish, Jr.
STITES & HARBISON PLLC
250 West Main Street, Suite 2300
Lexington, Kentucky 40507
Telephone: (859) 226-2300

COUNSEL FOR KENTUCKY POWER
COMPANY

R.
R. Benjamin Crittenden
STITES & HARBISON PLLC
421 West Main Street
P. 0. Box 634
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CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing was served by overnight delivery upon the

following parties of record, this 26th day of July, 2013.

Michael L. Kurtz
Jody Kyler Cohn
Boehrn, Kurtz & Lowry
Suite 1510
36 East Seventh Street
Cincinnati, OH 45202

Jennifer Black Hans
Dennis G. Howard II
Lawrence W. Cook
Assistant Attorney General
Office for Rate Intervention
P.O. Box 2000
Frankfort, KY 40602-2000

Joe F. Childers
Joe F. Childers & Associates
300 The Lexington Building
201 West Short Street
Lexington, KY 40507

Robb Kapla
Sierra Club
$5 Second Street
San Francisco, CA 94105

Mark R. Overstreet
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

THE APPLICATION OF KENTUCKY POWER COMPANY FOR:

(1) A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY )
AUTHORIZING THE TRANSFER TO THE COMPANY OF AN )
UNDIVIDED FIFTY PERCENT INTEREST IN THE MITCHELL

(ENERATING STATION AND ASSOCIATED ASSETS; (2) APPROVAL)

OF THE ASSUMPTION BY KENTUCKY POWER COMPANY OF )
CERTAIN LIABILITiES IN CONNECTION WITH THE TRANSFER OF)

THE MITCHELL GENERATING STATiON; (3) DECLARATORY ) CASE NO. 2012-00578

RULINGS; (4) DEFERRAL OF COSTS INCURRED IN CONNECTION )
WITH THE COMPANY’S EFFORTS TO MEET FEDERAL CLEAN AIR)

ACT AND RELATED REQUIREMENTS; 5) FOR ALL OTHER )
REQUIRED APPROVALS AND RELIEF

KENTUCKY POWER COANY RESPONSES TO

COMMISSION STAFF’S POST HEARING DATA REQUESTS

July 26, 2013



VERIFICATION

The undersigned, Jeffery D. LaFleur, being duly sworn, deposes and says he is Vice
President Generating Assets APCO/KY. that he has personal knowledge 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

F D.LAFLEUR

STATE Of WEST VIRGINIA )
) Case No. 2012-00578

COUNTY Of KANAWHA )

Subscribed and sworn to before me. a Notary Public in and before said County
and State, by Jeffrey D. Lafleur, this the day of July 2013.

Notar Public
OFFICIALSEAL

y

. Notary Public, State of West Virginia

DEBORA L. TAYLOR

My commission expes March 14, 2021 My Commission Expires: OJ\X’1r i



VERIFICATION

The undersigned, John M. McManus, being duly sworn, deposes and says he is Vice
President Environmental Services for American Electric Power Service Corporation, that
he has personal knowledge 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.

JQ4m M. McManus

STATE Of OHIO )
) CASE NO. 2012-00578

COUNTY Of FRANKLIN )

Subscribed and sworn to before me, a Notary Public in and before said County
and State, by John M. McManus, this the day of July 2013.

Notary Publlca’

41ETLWHflE
&Ify Ptibllc, State of 1o

My Commission Expires: 4S ft. J13



VERIFICATION

The undersigned, Gregory G. Pauley, being duly sworn, deposes and says he is the

President and Chief Operating Officer for Kentucky Power Company, that he has

personal knowledge 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

COMMONWEALTH OF KENTUCKY
) CASE NO. 20 12-00578

CoUNTY OF FRANKLIN )

Subscribed and sworn to before me, a Notary Public in and before said County

and State, by Gregory G. Pauley, this the day of July 2013.

My Commission Expires:

_____________________

/ 7
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VERIFICATION

The undersigned, Scott C. Weaver, being duly sworn, deposes and says he is Managing
Director Resource Planning and Operation Analysis for American Electric Power, that he
has personal knowledge 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

Weaer

STATE Of OHIO )
) CASE NO. 2012-00578

COUNTY Of FRANKLIN )

Subscribed and sworn to before me, Notary Public in and before said County
and State, by Scott C. Weaver, this the 3’’day of July 2013.

&t
Notary Public

/

My Commission Expires: /1 J/

ELLEN A. McANJNCH
NOTARY PUBLIC
STATE OF OHIO

Recorded in
Franklin County

My Comm. Exp. 5111116



VERIFICATION

The undersigned. Ranie K. Wohnhas. being duly sworn, deposes and says he is the

Managing Director Regulatory and Finance for Kentucky Power, that he has personal

knowledge 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

I A

Ranie K. Wohnhas

COMMON WEALTH OF KENTUCKY )
) CASE NO. 2013-00578

COUNTY OF FRANKLTN )

Subscribed and sworn to before me, a Notary Public in and before said County

and State, by Ranie K. Wohnhas, this the Ô’ day of July 2013.

it) .

4-
7). I

jotary yblic

My Commission Expires:’f

(j



KPSC Case No. 2012-00578
Commission Staffs Post Hearing Data Requests

Dated July 10th
— July 12th, 2t)13

Item No. I
Page 1 of 1

Kentucky Power Company

REQUEST

Does the Mitchell Operating Agreement address a scenario where APCO obtains less
than a 50% interested in the Mitchell Generating Station? If so. please identify how the

Operating Agreement would address that scenario. If not, please identify how the

Company would proceed.

RESPONSE

No. the Mitchell Operating agreement does not address a scenario where APCo obtains

less than a 50% undivided interest in the Mitchell Units. While the transfers in each

jurisdiction are independent of one other, anything less than the proposed 50% undivided

interest in ownership would necessitate an amended Operating Agreement to he filed
with the FERC. How the Operating Agreement may be revised would depend on the

specifics of APCos ownership interest.

WITNESS: Gregory G Pauley



KPSC Case No, 20120057$

Commission Staffs Post Hearing Data Requests
Dated July

10th
- July 12111, 2013

Item No. I
Page 1 of 1

Kentucky Power Company

REQUEST

Does the Mitchell Operating Agreement address a scenario where APCO obtains less

than a 50% interested in the Mitchell Generating Station? If so. please identify bow the

Operating Agreement would address that scenario. If not, please identify how the

Company would proceed.

RESPONSE

No, the Ivlitchell Operating agreement does not address a scenario where APCo obtains

less than a 50% undivided interest in the Mitchell Units. While the transfers in each

jurisdiction are independent of one other, anything less than the proposed 50% undivided

interest in ownership would necessitate an amended Operating Agreement to be lied

with the FERC. How the Operating Agreement may be revised would depend on the

speci I cs of APCos ownership interest.

WITNESS: Gregory G Pauley



KPSC Case No. 2012-00572

Commission Staffs Post Hearing Data Requests

Dated July l& — July 12th, 2013
Item No. 2
Page 1 of I

Kentucky Power Company

REQUEST

Please clarify the testimony of Greg Pauley as to whether the term “Company refers to

Kentucky Power of AEP.

RESPONSE

With a single exception, the stand-alone term Company was used by Mr. Pauley to

denote Kentucky Power Company. The exception occurred in the following exchange

between I\4r. Howard and Mr. Pauley:

Q. Okay. So when the decision-making --- when the final decision was made to proceed

with this application, and unfortunately I didn’t keep a count of the numbers. there

were two people from Kentucky Power that participated in the collaborative. and

how many were there from other AEP companies? Five, six, seven, eight?

A. Well. I would say from the standpoint of the decision-making process. the people I

listed to you were there from the decision-making, but we utilized the talents and

expertise that we have throughout the Company, so there could have been a lot of

people. but the decision-making ended up in the hands of those people there.

As used by Mr. Paulcy in the above answer, the term “Company” included both

American Electric Power Service Corporation and Kentucky Power Company.

WITNESS: Gregory G Pauley



KPSC Case No. 20l20057$

Commission Staffs Post Hearing Data Requests

Dated July 10th
— July 12th, 2013

Item No. 3
Page 1 of 1

Kentucky Power Company

REQUEST

Please update the amount of liability to be assumed by Kentucky Power upon completion

of the Mitchell Transaction. These amounts are referenced in paragraphs 38 and 42 of

the Company’s application.

RESPONSE

As stated in the Kentucky Powers application the book value of tile assumed liabilities

will he fixed at the time of closing. The book value of assumed liabilities, excluding

debt. as of March 31, 2013 was $162 million. Because the 50% undivided interest in the

Mitchell generating station will be transferred at net book value, an increase in the hook

value of the assumed liabilities will reduce the transfer net book value on a dollar for

dollar basis.

WITNESS: Ranie K Wolrnhas



KPSC Case No. 2012-00578

Commission Staff’s Post Hearing Data Requests
Dated July 10th

— .July 12’, 2013
Item No. 4
Page 1 ot I

Kentucky Power Company

REQUEST

Please identify the current retirement age for depreciation purposes of the Mitchell

Generating Station.

RESPONSE

The estimated retirement date for the Mitchell Generating Station that is currently being

used for depreciation purposes is 2031. This estimated retirement date is based on a

depreciation study dated December 3 1, 2007 which does not reflect current operating

assumptions.

WITNESS: Ranie K. Wohnhas



KPSC Case No. 2012-00578

Commission Staffs Post Hearing Data Requests

Dated July 10t
— July 2, 2013

Item No. 5
Page 1 of 1

Kentucky Power Company

REQUEST

Please identify the Mitchell FGD costs that will be included in the Environmental

Surcharge, as described in Paragraph 6 of the Settlement Agreement. (p. 91 Wohnhas)

RESPONSE

The estimated Mitchell FGD costs to be included in the Environmental Surcharee as

described in Paragraph 6 of the Settlement Agreement is shown on Attachment 1 to this

response.

WITNESS: Ranie K Wohnhas



KPSC Case No. 2012-00573
Commission Staffs Post Heating Data Requests

Dated July10 - July 12, 2013
Item No. 5

Attachment 1
Page 1 of 1

EST”i3 MftcheN FGD Costs
Based on the 12 months ended 3/31/2013

P DAF

P OAF

P DAF

Total_Mitchell KPCo_Share KPCo_KY_Retail

Mitchell FGD Plant in Service $ 517,178,575 $ 258,589,287.54 $ 254,710,448.23

Accumulated Depreciation $ (109,721,993) $ (54,860,996.74) $ (54,038,081.79)

ADFIT $ (94,570,289) $ (47,285,144,73) $ (46,575,867.56)

Total Rate Base $ 314,706,267 $ 157,353,133 $ 154,993,746

Return on Rate Base @ 8.08% WACC $ 12,523,495

FGD Depreciation Expense $ 20,099,938 $ 10,049,968.90 $ 9,899,219

Gypsum Disposal and Handling Net of Sales

Proceeds $ 1,603,988 $ 801,994 $ 790,766

Scrubber Chemical Expense $ 12,955,810 $ 6,477,905 $ 6,387,214

PDAF

Energy

Energy



KPSC Case No. 2012-00578

Commission Staffs Post Hearing Data Requests
Dated July 10—12,2013

Item No. 6
Page 1 of 4

Kentucky Power Company

REQ UEST

Please identify the revenue difference for 2012 if the provisions set forth in Paragraph 1 5

of the Settlement Agreement would have been in effect. (p. 94-95- Wohnhas)

RESPONSE

Introduction.

Paragraph 15 of the Stipulation and Settlement Agreement consists of two independent

provisions that will operate during separate time periods. The first provision (“Big Sandy

Provision’) will be in effect from January 1, 2014 until the retirement of Big Sandy Unit

2. That is, it will be effective during the period both Big Sandy Unit 2 and the Mitchell

generating station are anticipated to be operating. The Big Sandy Provision provides

that no forced outage of Big Sandy Unit 2 will be treated as a forced outage for purposes

of the fuel adjustment clause. The effect of not treating a forced outage of Big Sandy

Unit 2 as a forced outage is to permit the Company to recover the difference, if am’,

between the assigned Big Sandy Unit 2 fuel cost and the identifiable fuel cost of the

substitute generation where the identifiable fuel cost of the substitute generation is greater

than the assigned Big Sandy Unit 2 fuel cost through the fuel adjustment clause. The l3ig

Sandy Provision is applicable only to forced outages of Big Sandy Unit 2. Application of

the fuel adjustment clause to a forced outage of the two Mitchell units will be unaffected

by the Big Sandy Provision.

Following the retirement of Big Sandy Unit 2. the second provision of Paragraph 1 5

(“Post-Big Sandy Provision”) will become effective. It will apply to the Company’s fitly

percent undivided interest in the IvIitchell generating station or any other Kentucky Power

plants. in the event of the forced outage of one or both of the Mitchell units, the

(‘ompany will recover through the fuel adjustment clause the lesser of the fuel eost of

the substitute generation or the fuel costs assigned to the units. In addition, the (‘ompan

will be entitled to recover through the Purchase Power Adjustment the fuel costs of the

substitute generation not reco ered through the fuel adjustment clause, if any, plus any

other incremental purchased power costs resulting from the forced outage.

I3oth parts of Paragraph I 5 of the Stipulation and Settlement Agreement are intended te

provide Kentucky Power with risk mitigation to protect against having to go to market for



KPSC Case No. 2012-00578
Commission Staffs Post Hearing Data Requests

Dated July 10 — 12, 2013
Item No. 6
Page 2 of 1

substitute generation following the January 1, 2014 termination of the AEP-Fast Pool

Agreement. Prior to the termination of the Pool Agreement, the Company relied upon.

the typically inexpensive energy purchases from the Pool when the Company was

required to procure substitute energy as a result of a forced outage. Because the fuel

associated with these Pool purchases was normally at or below the assigned cost of

Kentucky Power units that were forced out, the Company was able to recover its fuel

costs in full through the fuel adjustment clause. With the termination of the Pool

Agreement. the Company will no longer be able to purchase energy from the Pool. and

instead may be i-equired to obtain substitute energy from the market in the case of’ a

breed outage.

Because the Company will have both Big Sandy Unit 2 and the fifty percent undIvided

interest in the two Mitchell units available to it during the period the Big Sandy Provision

is effective, the parties to the Stipulation and Settlement Agreement agreed to limit the

risk mitigation available to Kentucky Power to Big Sandy Unit 2 only, and to further

limit the recovery under Paragraph 15 to the difference, if any, between the fuel cost

assigned to Big Sandy Unit 2 and any higher fuel costs associated with the substitute

generation. The Big Sandy Provision also is limited to forced outages of Big Sandy Unit

2 in recognition of the fact that as Big Sandy Unit 2 approaches its anticipated 2015

retirement. it may not be economically prudent to make further investments in the unit to

extend its continued operation until May 31, 2015.

Once Big Sandy Unit 2 is retired, or can no longer economically operate, the Post-Big

Sandy Provision will become effective. Without the capacity of both Big Sandy Unit 2

and the two Mitchell Units available to Kentucky Power, and with the .Ianuary I . 2014

termination of the Pool Agreement, the Post-Big Sandy Provision recogniies that It is fair

and reasonable to permit the Company to recover not only the difference between the

assigned cost of the forced-out Mitchell generation and any higher identifiable fuel cost

of the substitute generation, but also to recover any other incremental costs of the energy

purchased during the forced outage. Further, it is important to note that because the Post-

Big Sandy Provision will most likely become effective coincident with the effective date

of the new base rates to be established in the Base Rate Case the Company is required to

file under the Stipulation and Settlement Agreement. the incremental costs to be

recovered through the Purchase Power Adj ustment will no longer be recovered through

base rates. As such, the Post—Big Sandy Provision allows Kentucky Pou er to match the

incremental costs, if any. to their recovery, to the benefit of both the Company and its

customers. That is. there is no over-recovery or under-recovery.



KPSC Case No. 2012-00578

Commission Staffs Post Hearing Data Requests
Dated July 10 — 12, 2013

Item No. 6
Page 3 of 4

in summary, Paragraph 15 is negotiated risk mitigation the Company obtained to address

the increased likelihood in the absence of the AEP-East Pool. and the correspondina

elimination of the pool capacity payments Kentucky Power made as a deficit member.

that the Company may have to obtain substitute energy from the volalile market. ‘I his

risk mitigation was obtained in return for the many concessions and customer benefits the

Company gave during the extensive negotiations ]eading to the Stipulation and

Settlement Agreement. It is intended to make the Company whole - but nothing more

than whole in the event it is required to make market purchases in the case of a Forced

outage Following the termination of the Pool Agreement.

Operation of the Big Sandy Provision Using Historical Data,

There were no forced outages of Big Sandy Unit 2 in 2012; thus the revenue collected by

Kentucky Power in 2012 through the fuel adjustment clause would have been the same as

actually collected under $07 KAR 5:056 even if paragraph 15 of the Stipulation and

Settlement had been in effect in 2012.

In an effort to address the substance of the Vice—Chairman’s inquiry, the Company

performed the requested analysis using 2011 forced outages of Big Sandy Unit 2. fluring

20 1 1. thei’e were eight forced outages of Big Sandy Unit 2 covering seven months. For

each such forced outage. the cost of fuel for the generation that was substituted during the

forced outage did not exceed the assigned cost of fuel during the forced outage. Thus.

the revenue collected under the fuel adjustment clause would have been the same without

regard to whether the Big Sandy Provision of paragraph 1 5 of the Stipulation and

Settlement Agreement had been effective in 2011.

Operation of the Post-Bigmjndy Provision Using Historical Data.

Although the Post-Sandy Provision is not intended to apply until Big Sandy Unit

2 is retired. Kentucky Power is using 2011 Big Sandy Unit 2 data as the proxy For the

same data for the Company’s fifty percent interest in Mitchell Units I and 2 because the

Big Sandy data is more readily available. The Post-Big Sandy Provision will have no

eFFect on the operation of the fuel adjustment clause. Instead, the incremental purchased

poaer costs will be recovered through the Purchase Power Adjustment. these

incremental costs, using 2011 data for Big Sandy Unit 2, were:



October 2011

November2011

KPSC Case No. 2012-00578

Commission Staffs Post Hearing Data Requests
Dated July 10 — 12, 2013

Item No. 6
Page 4 of-I

Month of Forced Outage ncrementa Costs

March 2011 $ 313,029.00

April 2011 $ 415,315.00

May2011 $ 279,486.63

June 2011 $ 18,564.00

September 2011 $259,565.09

$ 282,479.91

$ 405,088.20

WITNESS: Ranic K Wobnhas



KPSC Case No, 2012-00578

Commission Staffs Post Hearing Data Requests

Dated July 10th
— July 12th, 2013

Item No. 7
Page 1 of 1

Kentucky Power Company

REQUEST

Please provide the estimated Big Sandy demolition costs included in the Juoc 28. 2013

base rate case filing. (pp. 105-106 — Wolrnhas)

RESPON SE

Please see .KPSC P11-7 Attachment 1 for the requested information.

WITNESS: Ranie K Wohnhas
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KENTUCKY POWER COMPANY
2012 DEPRECIATION STUDY

CALCULATION OF TERMINAL SAL VAGE AND REMOVAL ATRETIREMENTDATE
USING SARGENT & LUNDY STUDY DATA AND CONSUMERS PRICE INDEX

Average Plant Years Until Terminal Net

Terminal Terminal Net Inflation Rate Retirement Plant Terminal Salvage Terminal Removal Salvage at

PlanTUnits Terminal Salvage Removal Salvage (1) Year Retirement at Retirement Date at Retirement Date Retirement Date

Sip Sanciv Plant
S&L Estimate $20,887,112 $49,718,898 ($28,831,786) 2.50% 2015 2 $21,944,522 $52,235,917 ($30,291,395)

Asbestos Cost $0 $7,735,808 ($7,735,808) $0 $7,735,808 ($7,735,808)

Ash Pond Closure $0 $47200000 ($47,200,000) $0 $47200000 ($47,200,000)

Total Big Sandy Plant $20,887,112 $104,654,706 ($83,767,594) $21,944,522 $107,171,725 ($85,227,203)

itche% Plant
SAL Estimate $19031883 $40,217,580 ($21185697) 2.50% 2040 27 $37,070,302 578,335,803 ($41 .265.501)

Ash Pond & Abestos Cost $0 59.358.153 ($9,358,153) $0 $9358153 ($9,358 1531

Total Mitchell Plant $19,031,883 $49,575,733 ($30,543,850) $37,070,302 $87,693,956 ($50,623,654)

TOTALS $39,918,995 $154,230,439 ($114,311,444) $59,014,824 $194,865,681 ($135,850,857)

,1oe (1) Source Livingston Survey dated December 2012 (survey performed by Federal Reserve Bank of Philadelphia)
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KPSC Case No. 2012-00578

Commission Staffs Post Hearing Data Requests
Dated July 1O — July 12”, 2013

[tern No. $
Page 1 of 2

Kentucky Power Company

REQUEST

Please identify the potential penalties and fines arising from a hypothetical decision by

the Company to operate Big Sandy Unit 2 without a retrofit beyond the MATS

compliance date. (p. 55 — McManus)

RESPONSE

The Company’s core values emphasize that no aspect of operations is more important

than the health and safety of people, and that we strive to meet our customers needs in

harmony with environmental protection. We strive to comply with all applicable

environmental requirements, and recognize that even unintentional noncompliance can

result in the imposition of fines and penalties. Knowing or intentional violations could

result in criminal prosecution, would substantially damage the Companys reputation, and

are inconsistent with those core values.

As a result, the Company would not operate in noncompliance, but would explore every

avenue to assure that our operations comply w1th our legal obligations. In the event an

uifintentional violation of the Consent Decree occurred, there are stipulated penalties that

would be due upon demand from EPA. These are listed in Section XIII of the Consent

Decree, and include the following amounts for failure to install and continuously operate

specific controls or retire a unit by the date listed in the Consent Decree:

• $10,000/day per violation for the first 30 days

• $32,500/day per violation on day 31 and thereafter

AEP is required to provide notice of any deviation from the Consent Decree requirements

within [5 clays. In response to such a notice, the United States may demand the pament

of stipulated penalties. Stipulated penalties are clue within 30 clays of receipt of a written

demand by the United States, unless AEP disputes the accrual of stipulated penalties by

making a filing with the court. Penalties may continue to accrue during the courts

resolution of a dispute between the parties.



KPSC Case No, 2012-00578
Post Hearing Data Requests

Dated July 10th 12th 2013
Item No. 8
Page 2 of 2

The Clean Air Act itself also contains provisions that authorize the issuance of

injunctions and/or the collection of civil penalties through an enforcement action in

federal court for violations of specific emissions limitations or other standards imposed

under certain provisions of the Act, including Section 1 1 2(d). the section under which

EPA adopted the I\4ATS rule. Penalties can be assessed separately for each violation

(i.e., one penalty for a violation of the mercury limitation, one for a violation of the acid

gas limitation, etc.) and can be assessed for each clay that the violation continues.

The penalties available under this section are periodically adjusted for inflation, and Ibr

any violation of the Clean Air Act occurring afier January 1, 2009. the maximum

inflation-adjusted civil penalty amount is $37,500 per day, per violation. These amounts

arc codified in the Code of Federal Regulations at 40 CFR 19.4, Table 1. In assessing a

penalty under this section, the courts are directed to consider, among other things. the

size of the business, the economic impact on the business of the penalty, the violator’s

full compliance history and good faith efforts to comply, the duration of the violation.

any penalties previously assessed for the same violation, the economic benefit t)1 non

compliance, and the seriousness of the violation.

WITNESS: John M McManus



KPSC Case No. 2012O057$
Commission Staffs Post hearing Data Requests

Dated July 10th
— July l2t1, 2013

Item No. 9
Page 1 of 1

Kentucky Power Company

REQUEST

Please provide the heat rate for the Glen Lynn Plant (p. 146 LaFleur).

RESPONSE

Please see KPSC P11-9 Attachment 1 CONFiDENTIAL to this response.

WITNESS: Jeffery I) LaFleur



Glen Lyn Unit 5

KPSC Case No. 2012-00578
Commission Staffs Post Hearing Data Requests

Dated July 10- July 12, 2013
Item No. 9
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KPSC Case No. 2012-00578

Commission Staffs Post Hearing Data Requests
Dated July —j

2th 2013
Item No. 10
Page 1 of 1

Kentucky Power Company

REQUEST

Please provide a list of non-AEP plants that are fully compliant with retirement ages in

the 60s and their capacity factors.

RESPONSE

Based on publicly available information, the Company understands the following non—

AEP super-critical plants1 are currently SO7 and NOx compliant and will be retired at an

age of 60 years or later. However, based on publicly available information, the Company

is unsure whether these units will be fully compliant with the MATS Rule.

Ameren Missouri

Sioux Generation Station Unit I (In-Service 1967); Capacity Factor (2012 YTD)

55.6%

Sioux Generation Station Unit 2 (In-Service 1968); Capacity factor (2012 YTD)

57.3%

Detroit Edison2

Monroe Generation Station Unit 3 (In-Service 1973): Capacity Factor (2012 YTD)
68.40/0

Monroe Generation Station Unit 4 (In-Service 1974); Capacity Factor (2012 Y FD)

46.4%

Sources:
• Missouri Ptthlic Service Commission Docket ER-2010-0036

2. Michigan Public Service Commission Case No. IJ-161 17

3. SNL Financial
4. http ://wvw. cia.gov/pub/elcctric ity!fB6Oy 10. zip

WITNESS: Jeffery I) LaFleur



KPSC Case No 2012-00578
Commission Staffs Post hearing Data Requests

Dated July 1 0” — July 12th, 2013
Item No. 11
Page 1 of I

Kentucky Power Company

REQI] EST

Please identify the depreciation study retirement dates for Amos Units 1 and 2 (the 800

MW units).

RESPONSE

Appalachian Power Company is currently using a 2032 retirement date for Amos Units 1

and 2 based on a depreciation study as of December 31. 2010 filed in Virginia Case No.

PUE 2011-00037.

W1TN ES S:Jeffery D Lafleur



KPSC Case No. 201240578
Commission Staff’s Post Hearing Data Requests

Dated July 101h
—,j

12th, 2013
Item No. 12
Page 1 of 1

Kentucky Power Company

REQUEST

Please provide forecasted fimdamenM pricing used in the Strategist modeling runs.

RESPONSE

Please refer to Company Witness Weaver Direct testimony, Exhibit SCW-3. reproduced

as KPSC PH-12 Attachment 1.

/

WITNESS: Scott C. Weaver
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KPSC Case No. 2012-00578
Commission Staffs Post hearing Data Requests

Dated July 101h
— July 12111, 2013

Item No. 13
Page 1 of I

Kentucky Power Company

REQUEST

Please provide an estimate of the net book value of a 50% interest in the litchell

Generating Station for the next ten years. (p. 199 Weaver)

RESPONSE

Please see KPSC PH-13 Attachment 1 for the reqriestecl information.

WITNESS: Ranie K Wohnhas



Year End Forecasted Net Book Value- 50% of Mitchell - Total Company
Dollars in Millions

Description 2013 2014 2015 2016 2017 2018 2019 2020 I 2021 2022

Utility ?lantand Construction VVork in Progress 969.3 1009.7 1,039.1 1,053.7 1,077.0 1,108.5 1,147.8 1,164.3 1,212.9 1,261.4

Accum Prow for Depreciation & Depletion - Utility (313.7) (350.3) (390.5) (433.2) (476.8) (521.4) (567.5) (614.7) (663.3) (713.8)

Fuel Stock 23.5 23.5 24.2 25.4 27.0 27.6 28.3 29.0 29.9 30.9

Plant Materials and Operating Supplies 18.7 18.7 18.7 18.7 18.7 18.7 18.7 18.7 18.7 18.7

Other (2.6) (3.0) (2.0) (2.4) (2.9) (3.4) (3.9) (2.6) (3.1) (3.1)

Accumulated Deferred Income Tax (1 59.3) (138.2) (132.7) (125.6) (118.2) (111.1) (111.0) (104.4) (1 05,2) (1 09.0)

Total 535.9 560.4 556.9 536.6 524.9 519.0 512.4 490.3 490.0 I 485.1
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KPSC Case No. 2012-00578
Commission Staffs Post Hearing Data Requests

Dated July 10th — ;2th, 2013
Item No. 14
Page 1 of 2

Kentucky Power Company

REQUEST

Please evaluate the CPW cost of a resource planning alternative that includes a new

construction, natural gas combine cycle facility at the Big Sandy site with an in-service
date of 2017 (as a replacement for Big Sandy Unit 2) and the proposed natural gas fuel
conversion of Big Sandy Unit 1 effective 2015. Please also provide a summary of the
maj or assumptions utilized in that additional evaluation.”

RESPONSE

The requested evaluation is shown as Option 2C on KPSC P11-14 Attachment 1 to this
Data Request Response. As shown in KPSC P11-14 Attachment 1, ‘Option 2C” is $560
million more expensive on a CPW basis --under current “BASE” long-term fundamental
pricing-- over the 30-year study period (i.e., through 2040) versus the Company’s
proposed lowest-cost alternative Option #5A which calls for the 50% Mitchell 1 and 2
transfer plus the conversion of Big Sandy Unit 1 to natural gas. Indeed, it is more
expensive than five other options (none of which involved the retrofit of Big Sandy Unit
2 with a scrubber) in addition to Option 5A.

As explained in KPSC PH-14 Attachment 2 to this Response, the natural gas prices
utilized by the Company in performing the evaluation of Option 2C are, as requested by
the Commission, the most current long—term natural gas price forecasts used by the
Company. Nevertheless, and in an effort to test the effect lower than anticipated natural
gas prices would have on the relative economics of the Company’s recommended
alternative, Option 5A, versus the other alternatives studied, including Option 2C,
Attachment 1 also offers an additional analysis which incorporated a placisible, but less
probable “LOWER Band” long-term fundamental pricing. These LOWER Band natural
gas prices are approximately 12% lower across the study period than the BASE natural
gas prices, and as such, would tend to favor a heavier natural gas-based solution like
Option 2C. Even under this lower natural gas pricing, Option 2C continued to be $377
million more expensive than the Company’s Option #5A. In fact, Option 5A remained
the least cost alternative under LOWER Band pricing by $181 million to $737 million on
a CPW basis. (The two Big Sandy retrofit options were $640 million and $737 million
more expensive than Option 5A the Company’s recommended alternative, under the
LOWER Band pricing. This again suggests that the proposed Option 5A would continue
to offer significant relative benefits to Kentucky Power customers even under lower-than
anticipated natural gas pricing projections.



KPSC Case No. 201 2-00578

Commission Staffs Post Hearing Data Requests
Dated July 10th — 12t1, 2013

Item No. 14
Page 2 of 2

The Company also added a second sensitivity to its evaluation of Option 2C to further

“stress” the comparative economics of its recommended Option 5A. Although the

Mitchell generating station was rightfully described by Mr. LaFicur as the “crown jewcl’

of the ALP fleet, and a plant expected to run through at least the end of the study period

(2040), the Company evaluated the effect that retiring Mitchell five years earlier than the

end of the study period would have on the relative economics of the Company’s

recommended alternative, Option 5A. As illustrated in KPSC PH-14 Attachment 3 to

this Response, Option 5A remains the least cost alternative. It is $258 million less

expensive on a CPW basis than the next least cost alternative, Option 53. and $438

million less expensive than Option 2C. It also is $483 million and $697 million less

expensive than either of the Big Sandy retrofit options.

KPSC P11-14 Attachment 2 offers a summary of the major assumptions utilized.

Supporting calculations for this analysis can be found on the enclosed CD.

WITNESS: Scott C Weaver
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MODIFIED TO INCORPORATE A NEW KPSC-REQUESTED BIG SANDY DISPOSITION OPTiON (“OPTION #2C”)
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Unltl(6/2025) res#cttvJy (1/2016)
Retrofit 852 with Dry (MD) RED Replace BSwith “Bmwnfieid Replace B52 w “CC-Repowered” BlgSandy Replace with as-Convert Big Sandy

Technology (6/2017) New-BuIld” NC-Combined Cycle “Brownfieid” Unit; 17/2017) Purchased Capacity & Energy Unit; (7/2015)

(@ Big Sandysite) (7/2017) New-Build NC

Option lIlA Option 418 OptIon #21k Option 1128 Combined Option #3A - Option #38 Option #41k - Option #48 Option #51k - Option #58

Remaining Remaining Remaining Remaining Cycle Remaining Remaining Capacity from Capacity from Capacity from Capacity from

Capacity from Capacity from Capacity from Capacity from t7/2017)-- and Capacity from Capacity from (PJM) Market tPJM) Market 60% (780-MW) (PJM) Market

20% (312-MW) (RIM) Market 20% (312-MW) (PJM) Market Convert Big 20% (312-MW) (PJM) Market Purchases for Purchases for Mitchell Asset Purchases for

MitchellAsset Purthaaesfor MitcheilAsset Purchasesfor SandyUnitl MitchellAsset Purchasesfor y,then 3yg,then Transfer y,then

Transfer 1O-yrs,then Transfer 1O-yrs,then toBum Transfer 10-yrs,then 700-SCOMW 700-80OMW (1/2014) New-BuiidCC

(1/2014) new-build CC (1/2014) new-build CC Natural Gas (1)2014) new-build CC CC and/or CT- CC and/or CT- and/or CTs

orcr(s) orCr(s) (7/2015) orCT(a build build

all versus...

(“BASE”) Option #6: RETiRE & REPLACE Big Sandy; and 2(6/2015) with 50% 1780-MW) Mitchell Units Ownership Transfer (1/2014) plus (RIM) Merket Purchases (for lo-yrs)

SASs:

“7(etTrs,,si2(on-CSAPR”

S
LOWER Band

1 459 553 327 526 404 402 598 376 401 (156) 22k]

Rc;aTsy Vu/lance 8.1% 11.4% 5.5% 9.0% 6.9% 6.9% 10.3% 6.5)o 6.9% -2.7% 3.8%

-. .,, - —-, --s-—

2-ic TIEFSOcOC5AFR
442 810 533 899 NotAnoed 615 982 781 869 (149) 639

485 H 523 H 232 1 338 H 223 H 303 H 406 H 186 :1 183 H (154) 27

452 592 382 617 NoMnqfyzed 457 688 464 502 (168) 307

472 625 [_376 438 NotAna/yzed 350 509 299 311 (144) 149

,
ii/!J!i.y

all versus...

(“LEAST-COST”) Option #5A: RETIRE & REPLACE Big5sndy 2 (6/ZEUS) with 50% (780-MW) Mitchell Units Ownership Transfer (1/2014) pius Big Sandy 1 Gas Conversion (7/2015)

I 6.6 y33 560 o59 755 533 557

540 737 386 492 377 457 560 340 337
S. FlcosTreoo(tiars-CSAPR:

LOWER Band



Kentucky Power Company — Big Sandy Unit Disposition Options

“BASE” (‘ReotTransition-CSAPR’) Commodity Pricing
30-Year Study Period Summary and Costs

Expanded to Include KPSC-Requested Option f”#2C’)

Dot/on #‘)A L #2A #2)3 #SA #3)3 #4A #4)3 #54 #5)3

Birj Sandy 1 Diopnsrtioo I/o/Ire 6/2515 Retire 5/20/5 n OooeT!2015 (CC) Repower 612017 RetIre 5/2015 Gon ConversIon 712010 Retire 612015

B Sandy 2 D)spooi6on Re/rn/i 0/25/7 /dtv 112016) [ Retire 112016 Retire 1/2016 Retire 6/2015 Retire 612015 Re/er 6/2015

2iI.C,e// /_,2 Osensier )12014) 0,/ 26% 01/ 0% 20% 0% 0% 05 56% 01/ 50%

es Rep/-Build Capacity at Bi Sandy Silo Issue Combined-Cycle (6/2017) tRepowered) Combined-Cyo/e (6/17) None )thra 2625) None )thru 2025) None (thro 2030) None (tOrn 2020) None (thro 2625)

05 ‘pI-u,/o Ca5asD; ot Coccus Si/e Noon None (thra 2025) None None (IOta 2025) None (tOrn 2025) None None (tOrn 2025) None (tOrn Z020) None (tOrn 2025) None None 50,0 2025) None

‘‘.C00500 DoraSon None To 26 (—200 MW) Woe To 20 (—255 t,tW) None None Te’20 —250 MW) Tn2I(—l000 MW) To 26)—IONS MW) None To ‘21)—BOO MW) To ‘26 %250 MW)

26
232

2014

2216

2u 13
2620

2.0

H22

2025

,.-20,0ML,

-755 1,//U Rv/ro/t)i -705 MW Rn/re/i

4-O5MWCTs

2- 207, ML,

1- 762 loW DFcC, 1-762 MW 67CC,

4-65 MW Cl’s

2- 20% ML

-260 MW BSGAS

1-762 MW 57cc, 1-745 MW RPWR 1- 745 MW RPWR

4-65MW Cl’s,

4-55 MW CTs,

4-65MW Cl’s,

1-352 MW CC1,

1- 351 MW 67CC,

2- 00% ML,

- 260 MW ESGA,.

1-351 1,1W 57CC,

2- 50,, ML

1- 38/ MW 67CC
2025

2027
2025

‘4/1 ‘7,15 OPW(. 0 1

od,,c5s,, oW Cops,. Co.,t 5256,5o9

0..,.,. MOon 0/1057 Reovess
1 °C0 ‘.5’_o e1104/ NO 6,3.700.

?s0.,.Lso..,.;.,s, Ia ,e[rc! 4.,Uuco_
a ‘Os a,. D.’o,a.024 I/ 5.20/0,

4,,.,. sl_/ ,,‘°CD Ns’,_ous Requirnmenl, NO 6200,465

Des)? <Savings> vs. “Option 46” 469,376
(Pot Weavor Sxhib)t SCW-1R and Rebuttal

____________

‘9’ASLE IN”)

COW /<Savings> vs. (LassO-Cost) 625,813
“Option 454” 11.0

17Cr Wovcr Rebutto) “TABLE iN’)

.252 MW 5SGA

/-351 MW SF00

4-05 MW Cl’s

l-352’,lWCCi

4-55 1,1/U Cl’s

1-762 MW

67CC,

5 322,525

U28
O 36,1 157

6214,342 6,285,130

6,134,344 0,34”,201

6,140,/li 6,347,201

6,226,594 6,205,535 6,275 584

1,514

6.225,375 6 210,142 0,410,837

- 13767 -

6,225,375 5,223,057 6,419 037

562,6e7 326,622

5,972,503
45

6,107 747

6 197,747

5815,628

/485,955/
6 221 564

6,221 994

5,555 373

6.244 057

525,711 403,690 402,417
9.0/2 6055 I

5,650,947

8,520 634

334 5

5 665,052

5,752.470

5,757,2%,

819,105 483,069 682,148 560,327 588,854 754,784 532,695 556,941

14 5’/ 9.0% 12.0% 9.9% 9.9% 13300 9.4% I 9.5%

598,347 376,258 400,504 (156,437) 223,368
13.3’/ 8.5’., I 0.9// -2.7% 2.8%

6,0’14 857 502/ 400 4

1

...,..I



1,100,000
——-OPTION#iA

OPTION #18

900,000
OPTION #2A

OPTION #28

(KPSC) OPTION #2C

700,000 OPJION-#3A

OPTION #38

OPTiON#4A

500,000

OPTION #58

OPTION #6

300,000 —

Kentucky Power Company
Big Sandy Unit Disposition Options

ANNUAL CPW Cost/<Savings>
versus

Retire BS2, Replace w/ 50% of Mitchell 1&2 ÷ BS1 Gas Conversion

(Least-Cost” OPTION #5A) (ExcL Capacity ValueAdjre ML)

BASE Pricing

C
C

A
‘I,

z

V

D

cc
ci

100,000

‘[I,
(100,000)

___

rfr rO, rOt rO’ r rQ’ r -c r c
— ‘V

(300,000)



Kentucky Power Comoany — Bi Sandy Unit Disoosition Options

“LOWER Band” Commdi Pricthg

30-YearPlan Summaiy and Costs

Expanded to ncIude KPSC-Requested Opt(on (“#2C”) I

Co6 %IA $la #2A #2B #20(NEWJ
{__4’3A

#SB #4B #SA #5B 55

1atsanoioioiu’j Retire 8/20 5 Retire 612015 Gas Couv7/2515 (CC) Repowor 6IZ517 Ro8re 612015 Gus Coowosioo 7/2015 RetIre 6/2015

Big SanUy2 Dinpt36on Rn/wilt 612017 ((S/ing 112010/ Rotio 1/2816 Retire 112510 Rotee 6(2515 Retrro 612015 Retire 512010

,.,r,,52,I •,2 ran_or (1/204) Ow 20-,, 0,, 5/. 2W,, 0 0,, 5,, JO,, 0 50.’

BS Repl-Bui)d Capacity at Big Sandy S,ta /noe Corob/oo,SCyute (6(2017) (Repovnored) Combined-Cyote (6(2017) Noon (tOrn 2025) None (thou 2626) None (thru 2030) None tthru 2020) None (thrU 2026)

22 3’4-2r,11 Wpci2j at Genorio 3/to None None (thou 2026) None None (thro Z025) None (torn Zn25) None None (thou 2025) None (thou 2020) None (((vu 2020) None Noon )thru 2026) None

‘‘or/wI fnol’ano Dora/ron None To 26 (—200 MW) None 1026 (—250 MW) Noon Noon To26 —200 MW) To ‘21)—lOSS MW( To ‘20)—lOSS MW) None To ‘21)—SOn MW) To 20 (—200 MW)

25 3

5015
2020

202
87’-

2025

2027
3025

2230

2L32-5040

or’ 3 2O-,8 C,°W (0068)

2- 20% ML,

-783 MW 58/rd -785(2% No/roOt

4 -55 12,1 CTh,

2- 20% ML,

1-762 MW 8FcC 1- 752 MW 58CC

4-00 lAVo ODo,

1-250 MW BSGAS,

1-762 MW 58CC,

4-05 MW CTs,

4-85MW C’rs,

1-322 MW CC1,

/-301 MW BFCC,

2- 20% ML,

1-745MW RN V/N 1- 745 MW RPWR

4-S5MWCTo.

8020169 6013033

8033 069 0 149020

8046830 6149 826

2- 50%ML,

-260 MW BSGA0- 260 MW BSGAS

1-501 MW 58CC

4 -65 .1W CDo,

1-201 MW OFCC 1-252 MW C2

2- 53’, ML,

1- 35’ MV, OFCC

8,320 550

4 -85 MW CTh
1-762 MW OFCC,

‘3D -,,.Lw,,.’.,ooCao/e/C,,t .153221

VDoo a/Mr r 58,00uo

Tn,J ‘7CM flow-Inn °nroIInmonl, “tat 8,215 627

,n/-02c%. 0 ,0,. to raloM / rdooed Capacity U,ue
(W8t./-o 2615,’ 707

552. aID 5703 _a,na, o1/u/roo’on/, Net 0225,384

-50,36, <Savtngs> vs. “Opo(os 53” 485,535
(Nor Woavor SoOth)) SeW-IN) 8.5

<5avins> vs. (Lsnst-C3st) 639,505

0,857 448

5 001,850

13 767

5,375 825

6,018,345

8 061 755

8,881 755

5985,266
(11,235)

5,030,502

5,966,502

581662”
)2lI,58

5,638,134

5 630 134

735,761 385,737
1 132” 5.5’:,

5,555 551

5 928,875

5,025,675

5 902,371
46099

5 585 471

334’O

5,566 689

5.502.635

5 771 270

o 600 225

5 706 44/

562,791 231,768 / 337,697 ) 222,643 302,977 ‘ 405,970 186,275 ‘ 162,817 (153,970) 27,411

10.1’ 4,0’, 59’ 39% 5.3’, 7.1°f 3.2% 3.2’S -2.7°f, 0.51

491,866 376,613 456,947
5.605 67% 5.2%

559,939 340,244 336,786
/ 10.0% 6.1% 5.0%

5,771,270 5743,550

0,15/1

Sso
161,381 153,970

32’ 2.9%

a



Kentucky Power Company

Big Sandy Unit Disposition Options

ANNUAL CPW Cost/<Savings>
versus

Retire 552, Replace w/ 50% of Mitchell 1&2 + 551 Gas Conversion

(Least-Cost OPTION #5A) (Exci. CapacityValueAdjreML)

A
an

an
V

I11CO,000
OPTION #1A

OPTION #15

BAND” Pridn -

OPTION #2A

OPTION #2B
900,000

700,000

500,000

300,000

100,000

C’

(100,000)

(300,000)

vv

0

I



KPSC Case No 2012-00578
Con n onion S’ad’s Post Heanng Data Request

Dated Jury 10- uv 12, 2013
Item No. 14

Attachment 2
Page 1 of 3

Additional Kentucky Power Company Strategist® Ana(Vsis Requested by the

Public Service Commission

alAnalsisAssupjpps

Big Sandy Disposition and Unit Addition Assumptions

The analysis (represented on the results summary as (NEW) “Option #2ç”) assumed:

V Big Sandy 2 will be retired by January 1, 2016 due to the requirements of the U.S. EPA MATS

rulemaking as well as the (Third) Modified Consent Decree, and replaced by July 1, 2017 with a

new nominal 760 MW “brownfield” natural gas combinedcycle facility (i.e., located at the Big

Sandy site) (reference Company Option #2B). During the short-term interim period (ian. 1, 2016 —

Jul. 1, 2017), the model assumed capacity and energy were to be purchased from the PJM market.

V Big Sandy Unit 1 will be converted to burn natural gas by July 1, 2015 (ref. Company Options #5A

and #5B).

Modeling Period

Consistent with the prior StrategistGbased modeling performed by the Company, this additional analysis

was perFormed on a ‘holistic’ Kentucky Power capacity and energy resource requirements basis identifying

all variable and (incremental) fixed generation-related costs. It was performed over a consistent 30-year

study period, with all costs discounted on a cumulative present worth (CPW) basis.

Load Forecast Assumptions

The load forecasi: assumed is the same forecast that was utilized as the basis of Company Witness Weaver’s

direct testimony. The peak demand and internal load forecasts assumed are summarized in Mr. Weaver’s

direct testimony in Table 11 of Exhibit SCW-i, page 3 of 15.

nativeCaitalCssumtions

The capital cost assumptions are consistent with those utilized in the previous modeled options:

Big Sandy 1 gas conversion @ $54 million ($1$i/kW, in real 2011 dollars)

Replacement (Big Sandy brownfield) Natural Gas Combined-Cycle @ $1,234 million ($1,168/kW) as

summarized in Table 3 (pg. 22) of Company Witness Weaver’s direct testimony.

fhcrFaciFiLCos&Para meteL-cn1tions

All other modeled cost and performance parameters (cinit heat rate, fixed & variable operations &

maintenance expenses, etc., were the same as ui:ilized in the prior analyses of Option 2B (2017 New-Build

Brownfielcl CC) and Option #SA end fi5B (BS1 Gas Conversion).

CommodJyMceAssurnptions

The analysis of Option 2C was performed using two separate commodity price forecasts. First, Option 2C

was evaluated undci the (‘Base’) “Fleet Transition-CSAPR” commodity price forecast as described by Mr.

Weaver in Fable 2 fnd summarized on Exhibit SCW-3) of his direct testimony. The “Fleet Transition-CS,0PR”

—
- — ,- t — — —

L_ ‘ P — t / - - — —

— a - - — — — —
, — —

0 tt0-it.ft\/ .C- t] Casc 57 I Ci LOOt cOCCi 1unt1 ; QI opany -. C floS uOd,c.C,;t 0 t on t[f-nC 1o’; ctaU,t -

cstfmonms. lb-. “tlt.1e Transition CS/\PR” cot-nmodity price forecast used to analyze Option BC is the cam-a

cornmo’iity pr:eo ,n:o ;it used s the hose form aCt in the anatyc n performed by Company Wiins Weave’
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in his direct and rebuttal testImonies. As described by Mr. Bletzacker on cross-examination during the

hearing in this case, none of the long-term drivers of the commodity price forecasts have changed to the

extent that an update to the fundamentals driven forecast is required. The forecast used in the analysis of

Option ZC continues to represent the most recent suite of long-term commodity prices available for

modeling purposes.

That said, and In response to the Commission’s request that this additional modeling be performed utilizing
“... the most current gas price?, the Company analyzed “Option 2C’ utilizing the “LOWER Band”

commodity pricing scenario provided by the Company in this case. By doing so, the Company believes this

exercise would then reasonably capture any plausible downsIde potential for natural gas pricing... which

would, naturally, benefit a naturai gas-fired resource solution.

The following table represent an abbreviated version of the long-term annual commodity price forecasts —

reflected In Company Witness Weaver’s direct testimony Exhibit SCW-3— isolating exciuslvely such modeled

(Henry Hub-based) natural gas pricing:

2



2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

2026

2027

2023

2029

2030

Natural Gas Price Forecast Summery

(Excerpted from Weaver (Dii) Exhibit SCW3)

nPsc Case No 2512.01578

Demo as on Sta3’s Post eleesog Data Pequest

Dated Joy ‘0- JtJy 12 2013
tern No 14

Attachment 2
Page 3 of 3

(Used in KPSC-Requested AddI Analysis

ALGAS(l3ent)(Nomin

($/MMBtu) DELTA:
(S/rd si Btu)

‘BASE’ Alternative Scenarios
•LOV Band’

Fleet FT-CSAPR: FT-CSAPR: FT-CSAPR: FT-CSAPR:
versus

Transition: HIGHER LOWER Early No BASE’
SAPR Band Band Carbon Carbon

Carbon in 2022 Carbos as 2022 Carba In 2022 carbss a 2017

4.48 4.48 3.94 4.48 4.48 (0.54)

4.94 5_43 4.35 4.94 494 (0.59)

5.38 6.02 4.73 5.38 5.38 (0.65)

5.52 6.29 4.86 5.52 5.52 (0.66)

5.99 6.94 5.27 5.99 5.99 (0.72)

6.13 7.23 5.39 6.42 6.13 (0.73)

6.32 7.46 5.56 6.60 6.32 (0.76)

6.46 7.62 5.68 6.73 6.46 (0.77)

6.52 7.69 5.73 6.73 6.52 (0.78)

6.75 7.97 5.94 7.06 6.60 (0.81)

7.07 3.34 6.22 7.22 6.63 (0.85)

7.26 8.57 6.39 7.35 6.86 (0.87)

7.51 8.86 6.61 7.51 7.10 (0.66)

7.75 9.14 6.82 7.75 7.32 (0.93)

7.85 9.26 6.91 7.85 7.42 (0.94)

8.94 9.49 7.08 8.04 7.60 (0.96)

8.22 9.78 7.23 3.22 7.77 (0.99)

8.41 10.08 7.40 8.41 7.94 (1.01)

8.52 10.48 7.50 8.52 8.05 (1.02)

($/MMBtu)

‘BASE’ Alternative Scenarios

Fleet FT-CSAPR: FT-cSAPR: FT-CSAPR: FT-CSAPR:

Transition: HIGHER LOWER Early No

CSAPR Band Band Carbon Carbon

Carbon In 2022 Cashes in 2022 Carbon in2022 Ca -been 3017

2012 4.22 4.22 3.71 1.22 4.22

2013 4.57 5,03 4.02 4.57 4.57

3014 4.84 5.42 4.26 /134 4.84

2015 4.86 5.54 4.27 4.36 4.86

2016 5.18 6.01 4.55 5.18 5.18

2017 5.22 6.16 4.60 5.47 5.72

2013 5.30 6.26 4.67 5.54 5.30

2019 5.34 6.30 4.70 5.56 5.34

2020 5.31 6.26 4.67 5.52 3.3.C

2021 5.42 6.39 4.77 5.67 3.30

2022 5.59 6.59 4.92 5.70 5.28

2023 5.66 6.68 4.93 5.73 5.35

2021 536 6.80 5.07 5.76 5.15

C25 5.86 6.91 5.15 5.86 5.53

05 5.85 6.50 5.15 2.85 7.53

2027 5.90 6.96 5.18 5.50 5.53

2023 5.94 7.07 5.23 5.91 5.62

0z9 5.99 1.13 5.27 5.53 3.26

1033 536 7.30 5.27 5.63

DELTA:

($/MMBtu(

LOWER Bend

versus

BASE’

(0.51)

(0.55)

(0.58)

(0.58)

(0.62)

(0,63)

(0.64)

(0.64)

(0.64)

(0.65)

(0.67)

(0.68)

(069)

(0.70)

(0.70)

(0.71)

(0.71)

(0.72)

(0.72)



ATTORNEY-CLIENT PRIVILEGED Exhibit SCW-1 R
(MODIFIED)

Big bandy UnIt Disposition Anatyste
271-V

MODIFIED TO INCORPORATE A NEW KPSC-REQUESTED BIG SANDY DISPOSON OPTION (“OPTION #2C)

AS WELL AS A SENSITIVITY EVALUATION OF

MITCHELL UNIT 1 AND 2 RETIREMENT DATE OF 112036 (Le, 35-YEAR LIFE)

COMPARATIVE Cumulative Present Worth (CPW) of Relative KPC0 “G” Revenue Requirements (2011 $)
AWUST TO RLEOT REOum CAPACFT( VALUOATIRDUTACLETO 1v2TCL TRANSF OPTiONS (for 112014 thro 512015 only(

(COST I <SAVINGS>)

Option #1 OptIon #2 Option #2C Option #3 Option #4 Option #5

REmoFrr Big Sandy UnIt 2; RETIRE& REPLACE Big Sandy REflRE Big REflRE & REPLACE Big Sandy REIIRE & REPlACE Big Sandy REflRE & REPLACE Big Sandy

RERRE& EPtACE Big SaNdy Units land 7(6/2015 & 3/2016, Sandy 2 Uut2 (1/2014) Units S and 2(5/2015) Unit 2(1/2016)

lfnlti(S/W15) ápeNdvelv) (1/2016)

Retrofit 852 wIth Dry (MID) FGD Replace 852 wIth “Erawnfleld “CC-Repowered” Bigssndy Replace with “Gas-Convert5 Big Sandy

Technology (6/2017) New-Build” MG-Combined Cycle Unit 1(7/2017) Purchased Capacity & Energy Unit 1(7/2015)

___________

-

___________

(@Big Sandvslte) (7/2017)
Replace 852w- -

___________ ___________

—

___________ ___________

—

___________

Option #SA Option #58
Brownfield {Pnme)

New-Build NO

OptlonlIlA Optton#1B Dption#2A Optlon#2B Combined Option#3A Optlon#35 Optlon#4A Option#43
Assuming

Cycle
35-Yr

(7f2017) and
Mitchell 1&2

C ft 61

__________ __________

Service-Life

__________

Remaining Remaining Remaining Remaining SnCUnit Remaining Remaining Capadtyfçom Capacityfroip Capacityfrem Capacityfrom

Capacityfrom Capacltyfron Capacityfmm Capadtyfrom toum
Capacityfrom Capadtyfrom (PJM)Market (PJM)Market 5035(780-MW) (PJM)Market

20% 1312-MW) (NM) Market 20% (312-MW) (PJM) Market
Natural Gas

20% (312-MW) (NM) Market Purchases for Purchases for Mitchell Asset Purchases for

MitchellAsset Purchasesfor MltchellAsset Purthasesfor
(/2015)

MitchellAsset Purchasesfor ythen yg,then Transfer y,then

Transfer IB-yrs, then Transfer lO-yrs, then Transfer lO-yrs, then ‘100-800 MW ‘100-800MW (1/2014) with New-Build CC

(1/2014) new-build CC (1/2014) new-build CC (1/2014) new-build CC CC end/or CT- CC and/or CT- /20 and/or CTs

____________

or CT(s)

___________

or CT(s)

___________

or CT(S) build buIld Retirement

___________

all versus.. -

I (°LEAST-COST”) OptIon #SA ASSUMING ‘35-Year’ Mitchell 1&2 Service—Life Sensitivity: RETiRE & REPLACE Bg Sandy 2)6/2015) with 50% (780-MW) Mitchelt Units Ownership

Transfer (1/2014) with 1/2036 Retirement plus Rig Sandy lOss Conversion (7/2015)

Traitsision-CEAPtc”j L560 438 437 633 L 4115- 258

moo Vor’anco 8.4Lo 12O2 5.2(2 9.7% 7.5% 7.5% 10.9% 7.1% 7.5% 4.5% us

S

r ;g

5 0 C2 0


