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Maich 6, 2008 

HAND DELIVERED 

Ms Bet11 O'Doiinell 
Executive Directoi 
Public Set vice Coiiiiiiissioii of Kentucky 
21 1 Sower Boulcvard 
P.O. Box 615 
Fralikfort, I<Y 40602-061 5 

421 WE:I Mar; Siisci 
Post Gi i i ce  Uor 1634 
Fmnkiori IKY '40G02-0634 
ISUZI 223-3617 
15021 223-4124 is; MAR 0 6  2008 

COMMISSION 

IvB* R Omstreet 
(502) 209-1219 
(502) 2234387 FAX 
In?.effil~@liles am 

RE: P.S.C. Case NO. 2007-0522 

Dear Ms. O'Doiuiell: 

Eiiclosed please find and accept for filing the original and five copies of ICentucky Power 
Company's Responses to tlie Staff's Data Requests propounded by Order dated February 19, 
2008. Copies are being served 011 tlie persons listed below. 

Please contact iiie if you 11aue any questions. 

cc: Michael L.. I<ui tz 
L,awrence Cook 

KEOS7:KEI 98: 16693: I :FRANKFOR I 

Mark R. Overstreet 
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I P S C  Case No. 2007-00522 
Commission Staff Supplemental Data Request 

Order Dated February 15,2008 
Item No. 1 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

Refer to the Direct Testimony of Enol K. Wagner ("Wagner Testimony") at 3 Mr Wagner 
states that marginal transmission line losses, either charges or credits, are now being recoided in 
sub-accounts of Account 447, Sales for Resale 

a ,  State wlietlier the Federal Energy Regulatory Commission ("FERC") requires Kentucky 
Power to record marginal transmission line losses in Account 447., If yes, provide tlie regulation, 
order, or o h e r  document in wliich the requirement is made. If no, explain why Account 447 is 
tlie appropriate account to record the charges and credits for the line losses. 

b. List all items that Kentucky Power has recorded in the sub-accounts 4470207 and 4470208 

RESPONSE 

a. FERC issued Order 668 on December 16,2005, and Order No. 668-A on April 20,2006, in 
Doclcet No. RMO4-12-000, which addressed the accounting and financial reporting for Regional 
Transmission Organizations (RTOs) and the public utilities for the various aspects of the utilities 
interactions with the RTOs. However, these orders were issued before PJM marginal 
transmission line losses were instituted June 1,2007, and the accounting for marginal 
transmission line losses was not addressed. Therefore, the Federal Energy Regulatory 
Comniission (FERC) does not require Kentucky Power to record marginal transmission line 
losses in Account 447, Sales for Resale. 

As was stated on Page 3 of Mr. Wagner's testimony starting at Line 18, "The post-June 1, 2007 
niethodology requiIes PJM to accouit for incremental or marginal tiansmission line losses in the 
dispatch of energy and the calculation of locational marginal prices (LMP)" It is Kentucky 
Power Company's policy to record these LMP-related charges arid credits on a net basis as 
revenues to Accouit 447, Sales for Resale 

b ICentuclcy Power has only recorded marginal line loss charges applicable to the load saving 
entity (LSE) in sub-Account 4470207. 
I<entucky Power has only recorded marginal line loss credits applicable to the load serving entity 
(LSE) in sub-Account 4470208. 

WITNESS: Enol K Wagner 





ICPSC Case No. 2007-00522 
Commission Staff Supplemental Data Request 

Order Dated February 15,2008 
Item No. 2 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

Refer to Wagner Testimony at 7. If marginal h i e  losses and averzge h e  losses had been equal 
for the 7 months ended December 31,2007, is it correct, absent the change in the treatinelit of 
tiansmission line losses, tliat the $7 million of which Kentucky Power now seeks recoveiy would 
have been included in its calculation of fuel expenses during tliat time period? If no, explain 

RESPONSE 

Yes., 

WITNESS: Enol K Wagner 





KF’SC Case No. 2007-00522 
Commission Staff Supplemental Data Request 

Order Dated Februaiy 15,2008 
Item No. 3 
Page 1 of 3 

Kentucky Power Company 

REQUEST 

Refer to Wagner Testimony at 8. For the 7 months ended December 3 1,2007, provide a side-by- 
side comparison of the monthly system sales clause factors as filed and as they would have been 
filed under the pre-June I ,  2007 treatment of transmission line losses. 

RESPONSE 

Attached you will find a side- by-side comparison (See columns 10 and 11) ofthe monthly 
system sales clause factors as-filed and as they would have been filed under the pre-.June 1, 2007 
treatment of transmission line losses for the period June 2007 through January 2008. 

Comparison of the total System Sales Margin as filed (Column 4, Line 10) versus the Revised 
System Sales Margin (Column 9, Line IO), demonstrates the as-filed column total is larger than 
the revised column tot&. This supports the fact that the KPCo ratepayers received the benefit of 
the additional off-system sales margins. These additional off-system sales margins were the 
direct result ofthe freed up MWHs which were the result of settling the Transmission line losses 
financially versus in kind MWHs. Therefore, since the Kentucky ratepayers received the benefit 
fioin the increased system sales margins fairness dictates that the ratepayers should also incur the 
costs recorded in Accounts 4470207 and Account 4470208 in the calculation of the monthly fuel 
adjustment clause. 

Even if one would allocate the revenue percentage of the applicable environmental costs 
(($8,171,190 / $103,056,076) X $907,279 = $71,937) the same conclusion would be reached. 
The ICentucIcy ratepayers received the benefit of the freed up MWEs by way of increased system 
sales margins without paying for the costs associated with the freeing up of the MWHs. 

WITNESS: Errol K Wagner 
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KPSC Case NO, 2007-00522 
Commission Staff Supplemental Data Request 

Order Dated February 15,2008 
Item No. 4 
Page I of 3 

Kentucky Power Company 

REQUEST 

Refer to Wagner Testimony at 8 Provide the calculations that show the derivation of the $2 5 
million estimated reduction in Kentucky Power's customers' bills due to the increased level of 
off-system sales margins 

RESPONSE 

The attached pages demonstrate the derivation of the $2 5 million estimated reduction in IQCo 
customers' bills due to tlie increased level of off-system sales margins 

WITNESS: Errol K Wagner 
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Case No. 2007-00522 
KPSC Staff Supple.Data Request 

Order Dated February 15,2008 
item No. 4 

Page 2 of 3 

Kentucky Power Company 
Accounts 4470210,447021~ and 4470212 
June 30,2007 through February 29,2008 

Account Account Account 
Number Number Number Monthly Net 
4470210 447021 1 4470212 

(4) (5) (6) 

$988,271 .I.? ($351,866,38) ($72,389.88) $564,014.85 

$926,924.64 ($359,829 55) ($52,311.98) $514,783.11 

$1,443,979.81 ($495,181.42) ($87,166.74) $861,631 66 

$878,862.17 ($373,380 95) ($57,634,13) $447,847 09 

$956,228.,23 ($361,191,44) ($59,422.17) $535,614 62 

$826,608.83 ($320,115.44) ($50,007,33) $456,486.,06 

$980,219.18 ($420,521.44) ($67,698.18) $491,999.56 

$7,001,093.97 ($2,682,086.61) ($446,630.41) $3,872,376.95 

$1,17fl,096.39 ($428,691 22) ($58.61 9,52) $682,785,65 

$8,171,190.36 ($3,110,777.83) ($505,249.93) $4,555,162.60 

12 Sub Total Page 2 of 3, Line 8, Column (7) 

13 Sub Total Page 3 of 3, Line 8 Column (5) 

14 Reduction in KPCo's Customers Bill Due to increased System Sales 

$3,872,376 95 

64.43% 

$2,494.972.00 
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Case No. 200760522 
KPSC Staff Supplemental Data Request 

Order Dated February 15,2008 
item No. 4 
Page3of3 

bn iucky  Power Company 
Monthly OrrSystem Sales lh@ns and 

Amount Shared with Customers 
June SO, 2007 thrwgh Februaly 29,2008 

C m P Y  
Total Monffiiv 

2007 $2,551,893 70.00% 

2007 $3,355,653 70.00% 

2007 53,787,698 68.12% 

2007 $4,149,853 M).DO% 

2007 $2,587,467 60.00% 

2007 $2,852,5e5 60.00% 

$1,786,325 

$2,348,957 

$Z,~~O,IBO 

$2,4B9,Dl8 

$1,608,BBO 

$1,711,557 

2007 $908,412 60.00% 5545,047 

$20287,581 64.43% $13,070,864 

2008 $2,482,773 60.00% $1,489,664 

February * 2008 

TOM $22,770,354 63.95% 514,550,528 

* Wfl be provided when available 





KPSC Case No. 2007-00522 
Commission Staff Supplemental Data Request 

Order Dated February 15,2008 
Item No. 5 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

On May 1,2006, FERC issued its order requiring PJM Interconnection, LLC to implement tlie 
locatioiial marginal loss method. American Electric Power ("AEP") System was a party to the 
FERC proceeding. Explain why, in light of the date of the FERC order. and AEP's participation 
in the FERC proceeding, Kentucky Power failed to advise the Commission of the possible 
changes in the treatment of transmission line losses before February 1,2008. 

RESPONSE 

On August 3, 2006 PJM Interconnection , L.L,.C., filed with FERC revisions to tariff sheets 
implementing accounting for line losses on a marginal rather than an average basis. Notice of 
the August 3, 2006 PJM filing was provided to all P.JM Members and all state utility regulatory 
commissions, including the Kentucky Public Service Commission. On November 6,2006 FERC 
issued an order accepting the tariff sheets in the August 3,2006 filing with an effective date of 
June 1.2007. 

The post-June 1,2007 methodology had numerous effects on various components. These 
included off-system sales and the corresponding revenues, net energy costs and requirements for 
customers, transmission line loss costs associated with native load requirements, modifications to 
systems and processes to implement the new methodology. Assessing the impact on the overall 
dispatch and resulting impact on the Company's business, could not be accurately quantified 
without actual operational experience. 

Kentucky Power strives to keep the Commission reasonably informed of all pertinent regulatory 
changes and other developments affecting the Company. The Company acknowledges the better 
practice would have been to inform the Commission directly of the FERC Orders, 

The Company's failure to provide the Commission with the quantification of the effect of the 
changed methodology prior to February 2008 did not prejudice the ratepayers. The Coinpany 
apologizes for any inconvenience caused the Commission or its Staff. 

WITNESS: Errol K Wagner 





IQSC Case No. 2007-00522 
Commission Staff Supplemental Data Request 

Order Dated 
Item No. 6 
Page 1 of 3 

Kentucky Power Company 

REQIJEST 

Provide updated versions of Exhibits EKW- 1 and 2 with the results for January 2008 added 

RESPONSE 

Attached you will find an updated version of Exhibits EKW-I and EKW-2 wliich includes the 
results for January 2008. 

WITNESS: Ex01 K Wagner 



Ln 
___. No 
(1) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1.1 

(2) 

June 

July 

August 

September 

October 

November 

December 

Sub Total 

January 

February 

Total 

- Year 
(3) 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

2008 

2008 

Case No. 2007-00522 
Commission Staff Supplement Data Request 

Order Dated February 15,2008 
Item No. 6 

Page 2 of 3 

Kentucky Power Company 
Load Serving Entity (LSE) 

Net Transmission Line Losses 
For the Period June 2007 through January 2008 

Exhibit EKW - I 
Page 1 of 1 

Revised March 6,2008 

Charge Credit Net Monthly 
Acct No. 4470207 Acct No. 44'70208 Amount 

(4) (5) (6) 

$z,a92,~2.32 ($813.497.55) $1,278,944..77 

$1,167,867.,88 ($422.,027,01) $745,840,87 

$2,946,027 '74 ($1,136,813.99) $1,809,213.75 

$1,474,422.32 ($501,783.14) $972,639 18 

$1,4ag,w4.20 ($1,008,842 68) $481,101.52 

$1,395,539.09 ($631,058 03) $ 7 ~ 4 8 1  .06 

$1 ,am,a26.49 ($895,749.1 9) - $990,277.30 

$1 2,452,270.04 - ($5,409,771.59) $7,042,498.45 

$2,397,326.54 ($1,109,174 84) $1,288,151 70 

I 

$14,849,596.58 ($6,518,946.43) $8,330,650.15 

* Will be provided when available 



Cornmission Staff Supplement Data Request 
Order Dated February 15 2008 

Item No. 6 
Page 3 of 3 

Kentucky Power Company 
Fuel Adjustment Clause Calculations 

For the Months June 2007 through January 2008 

Exhibit EKW - 2 
Page 1 of 1 

Revised March 6,2008 

Ln As Filed Net Monthly Revised As Filed Revised As Filed 

1 June 2007 $9,828,806 $1,278,945 $11,107,751 518,644 $0 02142 $0 01895 $0 00247 

2 July 2007 $11,170,414 $745,841 $11,916,255 550,457 $0 02165 $0 02029 $0 00136 

3 August 2007 $1 1,924,434 $1,809,214 $13,733,648 614,693 $0 02234 $0 01940 $0 00294 

4 September 2007 $10,154,999 $972,639 $1 1,127,638 501,528 $0 02219 $0 02025 $0 00194 

5 October 2007 $10,449,016 $481,102 $10,930,118 478,813 $0 02283 $0 02182 $0 00101 

6 November 2007 $12,091,821 $764,481 $1 2,856,302 578,309 $0 02223 $0 02091 $0 00132 

7 December 2007 $13,424,480 $990,277 $14,414,757 634,751 $0.02271 $0.027 15 $0.00156 

Sub Total $79,043,970 $7,042,499 $86,086,469 3,877,195 

9 January 2008 $17,233,744 $1,288,152 $18,521,926 759,166 $0.02440 $0 02270 $0 00170 

10 February 2008 ' 

11 Total $96,277,714 88,330,651 $104,608,395 4,636,361 

Will be provided when available 





KPSC Case No. 2007-00522 
Commission Staff Supplemental Data Request 

Order Dated February 15,2008 
Item No. 7 
Page I of I 

Kentucky Power Company 

REQUEST 

Exhibit EKW-3 shows a 6-month aveiage line loss of 9 028 percent for January tluough June 
2007 and a 1.896 percent average line loss for July through DecembeI 2007 Stale whether the 
reduction in line loss is entirely attributable to the change in the method of accounting for 
tiansmission line losses. If not attributable lo the change in accounting methods, identify and 
describe the other factors conbibuting to the reduction. 

RESPONSE 

Yes.. 

WITNESS: Errol K Wagner 


